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efficient manner. 
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WILUAM McKINLEY 
le PresideDt duriog whose admiDiBlration the Uaited 
States assomed the responsibility of the manage- 
ment of Colonial PoBsessions. 
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INTRODUCTORY NOTE 

When on April 20, 1898, the Congress of the 
United States adopted a joint resolution demanding 
that Spain at once relinquish its authority and gov- 
ernment in the Island of Cuba, a step was taken 
fraught with consequences which at that moment 
were little realized. 

Within the short period of four months the 
United States found itself charged with the respons- 
ibility of governing new possessions in the West 
Indies and in the far away Philippine Islands. 

Problems of governmental administration called 
for immediate solution. The most elementary mat- 
ters, such as sanitation, public education and the 
like, had to receive prompt attention, as well as 
providing for law and order and for the public in- 
come and expenditure of active communities, which, 
however, lived under very different social, gov- 
ernmental and business conditions from those 
known and practised in the United States. In brief, 
the United States Government was compelled by the 
logic of events to provide almost overnight a system 
of colonial government for possessions which it had 
not sought and which, in the main, certainly, it had 
no intention of permanently retaining. 

This important duty was devolved upon the 
War Department under a special bureau organized 
for the purpose known as the Bureau of Insular 
Affairs. 
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The affairs of the Philippine Islands, of the 
Island of Guam, and of the Island of Porto Rico are 
still administered uiider the supervision of ttiis de- 
partment. 

The government of Cuba was surrendered to 
the Republic of Cuba on May 20, 1902, although the 
United States was compelled to intervene for a 
period of about a year, from December, 1907, until 
January 24, 1909. 

It is proposed, in time, necessarily perhaps 
many years hence, to turn over the government of 
the Philippine Islands to their own people. 

It seems likely that the Island of Porto Rico will 
remain indefinitely a possession of the United States. 
It already has a considerable measure of self govern- 
ment. Undoubtedly it will, ultimately, be given a 
form of territorial government. 

The Hawaiian Islands did not come to the United 
States from Spain, but after an independent exist- 
ence of many years, at the request of their people, 
were annexed, on August 12, 1898, and organized as 
the Territory of Hawaii on June 14, 1900. 

In a way, the United States stands sponsor for 
all four countries, if such they may be called. 

Under the terms of the treaty of Paris, ratified 
December 10, 1898, and of the so-called Piatt Amend- 
ment, the United States is obligated to see that a 
stable government is maintained in Cuba, that she is 
protected from foreign invasion, and that she incurs 
no indebtedness upon which she cannot meet from 
her current revenues the interest and amortization 
charges. Thus, while Cuba is an independent nation, 
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INTEODUCTOBY NOTE 1 

she is at the same time entitled to the protection of 
the United States, and in return therefor is obligated 
to maintain a stable government, as more fully ex- 
plained in a later chapter. For this reason, Cuban 
bonds may be properly included in considering the 
obligations of tiie Insular Possessions. 

It should be noted that while the United States 
Government exercises a supervisory power in connec- 
tion with the issuance of bonds by the Republic of 
Cuba, the Territory of Hawaii and the Governments 
of Porto Eico and of the Philippine Islands, it does 
not guarantee either the principal or interest thereof. 

In the case of Porto Rico and the Philippines, 
however, the facilities of the United States Treasury 
have been placed at the disposal of these govern- 
ments, tiie United States acting as fiscal and transfer 
agent for part of the Porto Rican issues and for all 
of th€ Philippine issues. 

No debt may be incurred by the Territory of 
Hawaii without the consent of the President of the 
United States. Bond issues by the Government of 
the Philippine Islands must be similarly approved. 
No such provision exists in regard to the incurring 
of debt by the Government of Porto Rico, but as 
stated above, the United States retains a veto power 
in the case of Cuba. 

In regard to taxation there is an unqualified 
exemption from state and federal taxes so far as 
the Philippine bonds are concerned. By a decision of 
the United States Supreme Court, the bonds of Porto 
Rico and Hawaii are apparently similarly exempted 
from taxation. Cuban bonds, being those of an inde- 
pendent government, are taxable in the United 
States. 
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The Hawaiian, Philippine and Porto Rican bonds 
are received by the United States Treasury as 
security for public deposits at their market value, 
but not exceeding their par value. They are also ac- 
cepted at par by the Post Ofiice Department as 
security for postal saving deposits. 

Backed as they are by rich and prosperous com- 
munities, and issued under the supervision of the 
United States Government, the bonds of the Insular 
Governments, of the Territory of Hawaii and of the 
Republic of Cuba would seem to afford a safe and 
conservative form of security for the most discrim- 
inating of investors. 



New York, December 20, 1916. 
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PART I. 
INSULAR POSSESSIONS OF UNITED STATES 

TERRITORY OF HAWAII 

Capital Honolulu 

The Hawaiian, or Sandwich, Islands formed dur- 
ing the greater part of the nineteenth centiuy an inde- 
pendent kingdom, but in 1893 the reigning Queen, Liliuo- 
kalani, was deposed and a proTisional government 
formed ; in 1894 a republic was proclaimed, aud in ac- 
cordance with a resolution of CongresB of July 7, 1898, 
the Islands were on August 12, 1898, formally annexed to 
the United States. On June 14, 1900, they were consti- 
tuted as the Territory of Hawaii. The oi^anic aet has 
sinee been amended several times. There is a legislature 
of two houses; a Senate of 15 members elected for four 
years and a House of Representatives of 30 members 
elected for two years. Sessions, limited to 60 days, are 
held biennially. The Governor and Secretary are ap- 
pointed for four years by the President of the United 
States. The Territory is represented in Congresa by a 
delegate elected biennially. He has no vote. 

ABEA AND POPULATION 
The total area of the islands is 6,406 square miles. 
The principal islands of the group are Hawaii, 4,015; 
Maui, 728 ; Oahu, 598 ; Kauai, 547 ; Molokai, 261 ; Lanai, 
139; Niihau, 73; Kahoolawe, 44. 

Civilian Population 

The estimated civilian population on June 30, 1915, 
was 223,256, an increase of 33,185 or 17.45 per cent. 
since the census of 1910. 

The Bureau of the U. S. Census estimates the popu- 
lation for January 1, 1917, at 217.660. 
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AfiMT AND Navy Population 
This is erratic according to the policy of the Fed- 
eral Govemment and increased from 1,838 in 1910 to 
9,600 June 30, 1915, and a furtJier large increase is ex- 
pected. 

The estimated population of Honolulu, the capital of 
the Territory, is 64,150. 

The following tahle shows the population hy races, 
as nearly as can be estimated, as of June 30, 1915, with 
the increases and decreases that had occurred during 
the five years and two and one-half months since the 
last decennial census was taken r 



ESTIMATED POPULATION JUNE 3 



r. IS, Jun 



1910 



,. Per Ceot. Pet Ceo 



Hawaiian 26,041 24,120 1,921' 7.34 

Part-Hawaiian.. 12,506 14,800 2,294 .... 18.34 

Portuguese 22,303 23,650 1,347 .... 6.04 

Spanieh 1,990 4,210 2,220 .... 111.66 

Porto Riean--,. 4,890 5,080 190 .... 3.89 

Other Caucasian 13,029 16,000 2,971 .... 22.03 

Chineae 21,674 21,770 96 44 

Japaneae 79,674 93,136 13,462 .... 16.92 

FiBpinoB 1 15,220 

\ .... 7,964 12,526 .... 157.28 

All others } 5,270 

190,071 223,256 35,106 1,921 18.47 1.00 
Army and Navy 1,838 9,600 7,762 .... 422.31 

Total 191.909 232,856 42,868 1,921 22.34 1,00 

Tbe rapid increase of the Oriental races, comprising over 60 per 
cent, of the population deserves notice. The Japanese now claim the 
Koreans as their subjects, so the Japanese total must be changed 
to 97,630. Their percentage of the total births, 1908 to 1915, was 
55.17 per cent. 

PEODUCTS AND INDUSTEY 
The Islands are to a great extent mountainous and 
Toleanic and the area of arable land is relatively quite 
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limited, but the soil is highly fertile and productive. A 
Tariety of crops can be raised, but the two whi*^ have 
proved to be commercially profitable are sugar and pine- 
apples. The export of sugar for the year ended June 
30, 1915, was 640,459 short tons, valued at $52,953,099, 
against an export for the year 1914 of 557,445 tons, valued 
at $33,194,912. The export of pineapples for the year 
was in value $6,319,129, against an export for Ahe year 
1914 to the value of $3,274,995. Other crops raised, 
principally for domestic consumption, are coffee, honey, 
hides, sisal, bananas, rice, wool, tobacco, cotton and 
rubber. 

In 1910 the Territory had 500 industrial establish- 
ments employing a total of 7,572 persons. The capital 
fflnployed was $23,875,000 and the value of the output 
WM $47,404,000. 

BANKS 

There are 19 banks in operation which had com- 
mercial deposits on December 31, 1915, of $17,418,103, 
and savings deposits as of June 30, 1915, of $7,736,569, 
a total of $25,154,672. 

The distribution of savings bank accounts by races on 
June 30, 1915, is shown by the following table : 

SAVINGS ACCOUNTS— DISTRIBUTION BY EA0E3 



Japanese , . 
Cbineae . . . 
Hawaiians 
Portuguese 



Populalion 191S 



232.85gi00.00l 22,166 



307.97 
106.73 
301.28 
581.76 



$ 313,494.96 

595,922.08 

451,251.23 

1,014,400.08 

5,361,500.97 



17,739,569.32 



These figures, when considered in connection with 
the figures for population, are of great interest 
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COMMERCE 

Following is a statement of imports and exports 
at the end of the first year after oi^anization of the 
Territory and at five-year periods thereafter : 



Yeara 
June 30 


United 
States 




Foreign 
Countries 


Total 


1901 

1906 

1910 

1915 


Not Kept 

$11,703,519 

2o;63i,gi3 

22,772,632 


$2,826,633 
3,014,964 
4,606,334 
3,292,223 


$2,826,633 
14,718,483 
25,138,247 
26,064,855 






IXPOBTS 




Yeare 
June 30 


United 
States 


Foreign 
Countries 


Total 


Total 
AE^rte 


1901 

1906 

1910 

1915 


J27,935,885 
36,114,985 
46,183,549 
62,306,607 


J117,958 
59,541 
302,763 

61,S49 


S2S,053.S43 
36,174,526 
46,486,412 
62,368,366 


$30,880,476 
50,893,009 
71,624,659 
88,433,2)1 



•Theae figures include specie for 1901, but since 1903 moat of 
the specie has been bandied through the post offlce b; registered 
mail, and the amount thereof is not included in this table. 

Next to those from the United States, the largest 
imports are from Japan, very largely rice and food stuffs 
preferred by the Japanese population, Theae amounted 
in 1914 and 1915 in round figures to $2,500,000, or about 
40 per cent, of the "other" imports. 

As Hawaii is a territory of the United States, the 
customs receipts, of course, all go to the parent govern- 
ment. These receipts from the organization of the Ter- 
ritory, June 14, 1900, to June 30, 1915, amounted to 
$20,630,122, an annual average of $1,372,306.59. 
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FINANCES 

The tabular statements on the following; pa^es are 
of ioterest. The greater part of the revenues of the 
cities and coontiea of Hawaii are collected by the Ter- 
ritory and paid over to them to meet their expenses. 
The Territory in turn receives back from them the cost 
of assessing and collecting taxes and the proportion 
chargeable to them of the interest and sinking funds on 
territorial bonds issued to provide for local require- 
ments. No county or municipal bonds have ever been 
issued. 

Following is a statement showii^ the total revenues 
(including cash balance at beginning of year), expendi- 
tures, and net cash balances at close of the year during 
the past nine fiscal years: 



BEC£IPTS ASD DISBUBSEIfXNTa 



Yews Revenuea 
June 30 




Net Cash 
Balances 


1907.. 


$3,051,955.37 


$2,738,479.35 


$318,476.02 


1908.. 


3,017,964.83 


2,852,119.35 


165,846.48 


1909.. 


3,443,264.00 


3,160,875.81 


282,388.19 


1910... 


4,134,053.83 


3,435,082.87 


698,970.96 


1911... 


4,391,069.66 


3,730,765.16 


660,304.49 


1912. . . 


4,849,011.43 


4,224,795.07 


624,216.36 


1913. . . 


5,696,075.45 


4,908,364.46 


687,720.99 


1914. . . 


6,009,690.61 


4.687,545.21 


322,046.40 


1916. . . 


4,905,249.28 


4,490,371.47 


414,877.81 



Since its organization the Territory has paid and re- 
tired $938,000 of its bonds besides refunding $600,000 
of 5 per cent, bonds at 4 per cent. 

The payment of all bonds, both principal and inter- 
est, constdtutes a chai^ upon the consolidated revenues 
of the Territory. 
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ABBESSIOBNTS OF lUBAL AMD PBaSOHAL PBOPXETT 



Fiflc&l 


It«al 


Pereonal 


Total 


year 


Property 


Property 


1901.... 


S5S,547,890 


«2,625,038 


1121,172,928 


1006. . . . 


67,509,036 


66,415,064 




1910. . . . 


75,792,523 


74,476,944 


150,268,467 


1911.... 


77,887,826 






1912. . . . 


90,889,057 


85,945,744 


176,834,801 


1913. . . . 


93,853,810 


81,347,351 


175,201,161 


1914. . . . 


91,050,895 


70,136,331 




1915. . . . 


99,186,323 


77,414,899 


176,601,222 


1916 (Estimated) 







Note. The bulk of the property in the TeiritOTy ia DBed for 
the caMvation of Bugar and pineapples, and in assessing a plan- 
tation as an " Enterprise for Profit, ' ' tlie law requires that, ' ' there 
shaU be taken into consideration the net profits made by tiie same, 
also the gross receipts sjid actual Tunning expenses; and wbere 
it is a company being a coiporation whose stock ia quoted in the 
market, the market price thereof, as well as all other facts and 
considerations which reasonably and fairly bear upon such val' 
nation. ' ' 

Owing to the low price of sugar in 1913, the assessments for 
1914 were considerably lowered, but as tbe price of sugar was 
high for 1914 and 1916, the assessments for tjiese years were in- 
creased. That of 1916, just completed as to plantations, has added 
(27,000,000 to their assessed value. Hence, the total assessmenta 
rise and fall relatively, according to net income. 

ASSESSED VALUE OF REAL AND FEBSOMAL PBOFEBTY 
rOR iei5 OLASBIFIED BT BAOZa 

Beal Personal 

Pnqjerty Priqierty 

TaipayeiB Number Number Total Per- 

Caz- Asseased tax- Ancsaed Auetscd cCDt- 

payets Value payers Value Value age 

Corporations, lirmi, 

•» . . . SOO tS7.fi31.821 TM tM.BSO.TDT li24.461.G2S 70. 4S 

... 3,200 20.971,022 2J0e 3,3BG,GOG 34.337,437 IS.TT 

... 6,741 13.701.048 l.SEG 1.477,0SS 10.170.031 8.60 

^uncK SSB 2.084.366 1.S2B 2,234,1147 4.30B.003 3,44 

PottaineH and 

Spanlah 2.332 3,894.078 1.499 603,937 4.483.015 3.54 

JapancK 84S 1.D02.2O3 2.491 2323,016 3.826,318 2.17 

Total 13,807 t99,lS6^3 10,773 177.414,899 tl76,fl01.223 100.00 
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BONDED DEBT 



May IS, 1916.. 





May 15, 1916 






utitand- Inter«C Red'ble 


' ^ Ptaa 


Ing Rate P'ble After 


p-bJe P"^'^ of Sale 


soo.ooo i A & o Oft. laio 


1S20 101.370 Honolulu 


730 


^mui^: 11 


1921 es 


126 New York 


2eH 


1022 a; 


18 Honolulu 


2(X 


000 3HA&0 Oct. ei 




18 Honolulu 




000 4 P & A Aug. S3 




6g7S Ne« York 


601 


000 4 M & S Sept. 83 


1042 IOC 


6887 New York 


130 


000 4 M ft S Sent. 9M 


1944100 


01 NewYotk* 




Honolulu 


TSOOOO 4 M&N May 1936 


1940 100 N™ York 




18 IS IB ■ 







Total tS.0Z4.000 Equivalent to S.95% of anened valuation. 

The above bonds were all iaaued for Public Improve- 
ments except the issues dated October 4, 1905, and May 
15, 1916, which were issued for refunding. 

Bonds are all issued in coupon form without pro- 
vision for registration, except the 1916 issue, which may 
be registered as to principal, the coupons remaining pay- 
able to bearer. 

Denomination: $1,000; except the 1914 issue $100, 
$500 and $1,000, and the 1916 issue $500 and $1,000. 

Principal and interest are payable at the Treasurer 'a 
Office, Honolulu; or at United States Mortgage & Trust 
Company, New Tort 

Neither the Territory nor its predecessors have ever 
defaulted in the payment of any interest or principal 
of tile public debt. 

liESGAL PbOVISIONS IN BEGABD TO DEBT 

United States Statutes 
Act April 30, 1000, u amended by Act May 27, IBIO {« 
BtatatM 448 SectioD 4) prDvldes as foUowa: 
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FnrpoMi lot Which Bonds maj be laaned 

No debt sbsil be autborized or contracted bj or in behalf of 
ths Territory, or any political or municipal corporation or Bub- 
diTimon thareof, except to pay the interest on the exiatijij; indebtied- 
nees, to suppress insurrection, or to provide for the common defense, 
eicept that in addition to any indebtfldness created for such pur- 
poses the lef^slature may autborize loans by the Territory, or sny 
such subdivision thereof, for the erection of penal, charitable and 
edncationa] institutions, and for public buildings, nharres, roads, 
harbor and other public improvements. 

Maximum Debt Authoriied 

The total indebtedness incurred in any one year by the Terri- 
tory or any aneh subdivision shall not exceed 1 per cent, of the 
aaaeased value of the property in the Territory or subdivision, 
respectively, as shown by the then last assesBments for taxation, 
whether such assessments are made by the Territory or the sub- 
division or snbdivitions. 

The total indebtedness of the Territory shall not at any time 
exceed 7% of such assessed value of property in the Territory; and 
of a subdivision shall not exceed 3% of such assessed valuation of 
property in the Eubdivision. 



No Loan on Credit of Pnblie Domain 



Term of Bonds 

Nor shall any bond or other instrument of any such indebted- 
ness be issued unless made payable in not more than 30 years from 
the date of the issue thereof. 

President of the United States Uust Approve 
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Hawaiian Statutes 

Act of April 25, 1903, u amended. 
An Act to Provide for Public Louia. 



Total authorized iwus, $9,000,000. 

Payable in gold coin of the United States. 

Must be authorised hy an act of the legialatuie defloing purpose. 

Interest not to eiceed 5 per cent., payable semi-annually. 

Bedeemable and payable at such time or times as will comply 



Kxempt from any and all Territorial taxes. 

A charge upon tlie consolidated revenues of the Territory. 

Denominations, place in which principal and interest payable 
and method of redemption to be determined by the Treaaurer ^th 
the approval of the Governor. 

No bonds may be bsued at less tlian 2 per cent, below their 
par value. 

Bonds shall be offered by public advertisement; or the Treas- 
urer may^ with the approval of the Oovemor, accept any bid with- 
out public advertisement for tenders, provided such bid shall be 
above the figure of the last sale. 

Befundlng 
Extracts from Chapter 88, Bevised Iiaws 1915 

The Treasurer is authorized and empowered, nith the approval 
of the Qovemor, to issae from time to time negotiable reAmding 
bonds of the Territory of Hawaii, in an amount or amounts not 
exceeding at par value the bonded indebtedness to be thereby 
refunded. 

The bonds which may be refunded under the provisions of 
this chapter shall include among others any bonds which are pay- 
able or redeomable at the option of the Territory, or which the 
Territory otherwise then has the right to call, pay, or redeem, or 
any bonds of the Territory the boldera of which may consent, may 
be paid or refunded, even though such bonds be not matured or 
callable or redeemable. 
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All such bouda HhaJl be exempt from anj and all taxes nhat- 
■oerer, and Uie pajment of the piincipal and intersBt thereof shall 
be a cnarge upon the consolidated revenues of the Territor;r. 

In the discretion of the OoTernor and Treasurer, said refnnding 
bonds may be exchanged at not less than Uieir par value for an 
equal amount of the bonds to be refunded under the provisions of 
this chapter at not more than their par value, or s^d refunding 
bon^s may be sold as provided by thia chapter and tie proceeds 
therefrom applied solely to the payment of the bonds to be re- 
funded under the proviBions of thia chapter. All bonds ho refonded 
and redeeoned by the issue and sale or issue and exchange of 
refunding bonds as herein provided for sball be cancelled. 



Chapter S9, Bevised Laws, 1915 

Sectioii 11S2. How made; sinMng fund account. The Treas- 
urer of the Territory is authorized and empowered to establish as 
a special deposit in the treasury of the Territory a inking (and 
with which to pay any present or future bonded indebtedness of 
the Territory, snd on the second interest paying date of any 
Territorial bond issue hereafter made, whether the same is a re- 
funding bond issue or otherwise, and on the same date each year 
thereafter until all of the bonds of sdcb issue have been called in, 
he shall transfer from the current receipts of the Territory and 
deposit to the credit of said sinking fund such a sum of money 
that the aggregate of such sums so annually deposited will, 
compounded annually at the rate of interest specified in the bonds 
of such issue, amount at the expiration of the term for which 
said bonds are issued, to the full face value thereof. 

The Treasurer ahall also deposit to the credit of said dnUug 
fnnd, immediately upon receipt thereof, all compensation received 
from any of the counties or municipal divisions of the Territory 
in payment for public improvements transferred by the Territory 
to said counties or municipal subdivisions of the Territory. 

The Treasurer shall also deposit to the credit of said dnUng 
fond, immediately upon the receipt thereof, all receipts from gov- 
ernment land sales made by the Commissioner of Public Lands. 

Except as provided by this chapter, such sums so deporited as 
aforesaid shall be used for the redemption or purchase of any ont- 
standing Territorial bonds and shall not be held exclusively for the 
redemption or payment of the bonds used as a basis for the annual 
deposits. • • " 
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The Auditor of the Territory shall open and keep in hia hooks 
i separate and special account of this fund, which ehall be known 
aa lie ainkiug fund account and wliicli shall at eHI times show the 
eiact conditions thereof. 

Section 1183. Redemption, notice bj advertisement. 'Wlien- 
ever tiie sum on deposit to the credit of said sinking fund is suf- 
ficient, the Treasurer may redeem one or more bonds; provided, 
hovever, that prior to such redemption he shall advertise in a, news- 
paper of general circulation published in Honolulu, and in places 
other than Honolulu where interest payments upon said bonds are 
made, not less than once a week for three successive weeks that he 
is prepared to pay such bonds, together with aU interest accrued 
thereon, giving the numbers, issue, date, data of payment, the 
date interest will cease, and such further information as may be 
required by the terms of the said bond or any law of the Territory 
of Hawaii. If said bonds so sought to be redeemed as aforesaid 
are not presented for payment or redemption on or before the pay- 
ment date specified in said advertisement, the amount due thereon 
shall be held exclusively for the payment of said bonds whenever 
presented. All redemptions shall be made as provided by law and 
no notice of redemption shall be required other than that by publi- 
cation as hereinbefore provided, 

Section 1184. Purehc^e of bonds, when. Provided it can be 
shown to be to the financial advantage of the Territory, the Treas- 
urer of the Territory, by and with the consent of the Qovemor, is 
atithorized to bay in the open market any of the outstanding bonds 
of the Territory of Hawaii not yet redeemable whenever there are 
any funds to the credit of the sinking fund account in excess of the 
amoimt needed for the redemption of any bonds when redeemable, 
the expense of such purchase over and above the purchase price of 
said bonds to be a proper charge against this fund. 

Sbctiok 116S. Temporary use of fund to pay warrants. The 
Treasurer of the Territory is authorized by and with the consent 
of the Governor of the Territory, to make temporary use of any 
part or portion of said sinking fund not held for the payment of 
bonds legally called in, for the parpose of paying the warrants 
drawn on the treasury for current indebtedness of the Territory, 
whenever the current cash in the Territorial treasury is not suf- 
ficient to pay the same; provided, however, that all sums so taken 
shall be redeposited to tiie credit of said sinking fund not more 
than fifteen days after the next succeeding delinquency date of 
property and income taxes. 

Beotion 1186. Transfer of other funds to sinking fund. All 
funds available for the payment of bonded indebtedness under the 
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provinons of Section 373 slutU be tranaferred from time to time to 
the Hinking fund account herein created and be Bnbjeet to all tbe 
conditions of this chapter. 

ExKMPmON FBOM TAXATION 

Principal and interest are exempt from any and all 
taxes of the Territory. Exempt from Federal Income 
Tax. Exempt from Federal stamp duties. 

The Treasurer of the Territory of Hawaii, when in- 
viting proposals for the 4 per cent. PabUe Improvement 
bonds under date of September 1, 1914, and again when 
inviting proposals for $1,750,000 Refunding Bonds in 
1916 made the following statement : 

"These bonds are exempt from taxation under the 
Federal income tax law and by a recent decision of the 
United States Supreme Court are exempt from taxation 
by any State in the United States or any municipal or 
political subdivision of any such State, the same as bonds 
or other obligations or securities of the United States '' 
(See Farmers & Mechanics Savings Bank of Minneap- 
olis vs. State of Minnesota, 232 U. 8. Supreme Court 
516, Feb. 24, 1914} 

Bond Issues Must Be Approved Bt President 

"While the United States is not liable for the bonds 
of Hawaii, it does determine, however, under what con- 
ditions debt may be incurred, as no bonds may be issued 
unless the issue is approved by the President. 

Special Markets 

Bonds of the Territory of Hawaii are legal invest- 
ments for the savings bants of the States o£ New York, 
Michigan, New Hampshire and Rhode Island, and for 
trust funds in New York. 
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The United States Treasury Department aathorizes 
the statement that until further notice tiiese honds will 
be accepted as security for public deposits at their mar- 
ket value, but not exceeding their par value, when further 
deposits are made. A legal investment as security for 
Postal Savings funds. 

GENERAL CONDITIONS 

The Beport of the Governor of Hawaii for the year 
ended June 30, 1915, draws attention to seven prob- 
lems which the Territory ia facing. These problems may 
be briefly summarized as follows; 

First : Public lands. 

Nearly all of the land designated as "arable agri^ 
cultural land" is under leases long since made, but be- 
ginning to expire in 1917. A considerable portion of 
these lands is valueless because of the difficulty of ob- 
taining water to irrigate them. The area of lands of 
value is stated to be 1,142,456 acres. These lands are 
divided into forest lands, 565,015 acres valued at $2,- 
750,000, and lands suited to agriculture, 577,440 acres 
valued at $6,489,192. A very large proportion of the 
agricultural lands is however put down as not cul- 
tivable but adapted only to use as pasture. The total 
arable, cultivable land belonging to the government com- 
prises 59,044 acres. 

Second: Population. 

This has already been referred to under the head- 
ing of Population and Area. It is interesting to note 
that since 1910 the total increase in population had been 
21.34%. The increase in Army and Navy accounted for 
4.04%, the increase in the Civilian population for 
17.30%. This increase is divided as follows: Japanese, 
7.01; •Hawaiians, 1.00; Portuguese, .70; Chinese, .05; 
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American-British-German-Boasian, 1.55 ; part HawBiian, 
1.20; Porto Rican, .10; Spaiiiah, 1.16; others, 6.58. The 
rapid increase of the Oriental races ia noticeable. 

Third: Birth increase and rate. 

Attention is called to the fact that althoi^h the 
proportionate increase to the total births would indi- 
cate Japanese births for 1915 should have totaled 2,442, 
their actual increase was 4,606. The Portuguese rate 
indicated a ratio of 552, while the actual was 883. 

Fourth: Pood supply. 

In this connection attention is drawn to the fact 
that while green and uncured products can be grown, 
it has been found difficult to date to produce commer- 
cially, except in a restricted degree, those of a character 
which require curing, such as the world generally de- 
pends on. 

Fifth: Education. 

Much attention is given in the Territory to the 
matter of education. Out of 36,529 children enrolled 
17,931 were Orientals, 8,360 Hawaiians or Part Ha^ 
waiians, 7,631 of the Latin races and 1,894 Saxon and 
Germanic. Of the remainder the largest portion was 
Filipino. 

Sixth : Business controL 

In the number of independent businesses, not in 
volume, the Japanese exceed all other nationalitiea. Then 
come the Chinese, then American, British and German. 
The seventh and last problem referred to by the 
Governor, that of Commerce, is not elaborated because 
the necessaiy data was not available at the time when 
the report went to press, but a study of the statements 
of imports and exports, together with a study of a state- 
ment in regard to the agricultural development of the 
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Territory which was submitted to Congress under date 
of April 8, 1915, brings out very strongly the dependence 
of the country upon sugar and pineapples and the neces- 
sity therefore that in considering tariff legislation Con- 
gress should carefully keep in mind the interests of this 
Territory, which is of such vital importance to the 
parent country, lying as it does, at what is known as the 
"Crossroads of the Pacific." 

Our analysis of the business and industries of 
Porto Rico and of the Philippine Islands has similarly 
indicated the need of proper consideration of the fact 
that both of these countries are also large producers of 
sugar. The action of Congress in reducing the tariff 
on sugar would have been most disastrous to these three 
insular possessions if the European war had not brought 
about conditions in the sugar business which for the 
time being counterbalanced the effect upon the industry 
of these islandB of the proposed plan of putting sugar on 
the free list, Tlie danger of such legislation remaining 
permanently on the statute books seems happily now to 
be passed. 
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PHILIPPINE ISLANDS 

Capital Manila. 
HISTORICAL 

The Philippine Islands were diBOOvered by the great 
explorer, Magellan, in March, 1521. He called them the 
Is^ds of St. LazaruB. It was not until 1542 that an 
expedition was sent to the islands by Spain. The only 
permanent result from this expedition was the giving 
to the group of islands the name of Islas Filipinos in 
honor of the Prince, lat«r King Philip II. The perma- 
nent conquest of the islands was achieved by Legaspi 
between 1565 and 1572. The city of Manila was founded 
in Jone, 1571, and became the seat of Spanish power. 

The Islands continued uninterruptedly under Span- 
ish rule until Admiral Dewey sailed int« Manila Bay 
on May 1, 1898. 

In the early days, and in fact to a large degree 
down to the time of the American occupation, the domi- 
nating inSnence in the Philippines was the Roman Cath- 
olic Church. The Philippines also afforded a base from 
which missionaries labored in China and Japan. "The 
Christian population of the islands formed a unique 
community, the only large body of Asiatics permanently 
converted to Christianity in modem times." 

Conditions were comparatively peaceful and stable 
until the early years of the nineteenth century. From 
1814 on, however, the agitations in Spain and the dis- 
affection of the South American states tended to undec- 
mine the oldtime stability in the Philippines.^ The monas- 
tic orders were more and more pervaded with the mer- 
cantile spirit. 
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Finally with the opaiing of the Suez Canal and 
the consequent growing contact with Europe and the 
growth of education, the people became dissatisfied with 
Spaniah dominatioa and in 1896 thia dissatisfaction cul- 
minated in an insurrection of important magnitude. 

The insurrection was finally put down, hut when the 
American navy arrived in 1898 conditions were ripe for a 
change of government. The American naval and mili- 
tary authorities availed of this state of affairs to hasten 
the reduction of the country under American control. 

The revolutionists, however, turned upon the Amer- 
icans and it was not until March 23, 1901, that Agui- 
naldo, their leader, was captured. The complete paci- 
fication of the Islands did not finally occur until July 
4, 1902. 

In the meantime, by the Treaty of Paris, signed 
December 10, 1898, between Spain and the United States, 
Spain ceded the entire archipelago to the United States 
in consideration of the payment of the sum of $20,- 
000,000. After that date the Islands were in part under 
the control of the United States Army and in part were 
governed by a Commission appointed hy the President, 

The military government remained supreme in any 
given territory until the Commission assumed jurisdic- 
tion. On July 4, 1901, William H. Taft, president of 
the Commission, was inaugurated civil governor. On 
September 1, 1901, a complete civil central government 
was established. 

An act of Congress approved July 1, 1902, ap- 
proved and confirmed the orders of the President for 
the establishment of civil government and provided a 
comprehensive system of government 

This act defined citizenship as including all inhab- 
itants of the Philippines who were subject to Spain, re- 
siding in the Philippines when the treaty was ratified 
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on February 6, 1899, who had not elected to retain their 
Spanish citizenabip. 

The act provided for a legislature with biennial 
sessions. The Commission constituted the upper house. 
The lower house, called the Philippine Assembly, was 
composed of elective members distributed among the reg- 
ularly organized provinces. 

The general supervision of all insular affairs was 
1 to the Bureau of Insular Affairs, nnder the 
jurisdiction of the War Department. This arrange- 
ment still continues. 

Under American supervi^on a stable government 
has been established. The judicial system has been freed 
from abuses. Matters of sanitation and education have 
been markedly improved. Bailroads and vdiicle roads 
have been built. The money of the islands has been put 
on a non-fluctuating basis. 

An agricultural bank was established in 1908 to 
relieve farmers from the burden of the high rates of in- 
terest charged by private lenders. 

A postal-savings system has been inaugurated. 

Legislation passed at the last session of Congress 
gave the FUipinos a much larger participation in the 
government, provision having been made for the 
election from among the Filipinos of the members of 
the upper bouse. It is expected that ultimately the 
government will become autonomous. Those who are 
best informed in regard to Philippine matters and who 
are among the best friends of tiie Filipinos have seri- 
ous tnisgivings as to the wisdom of absolutely taming 
the government of the Islands over to their people for 
a long time to come. They fear that the mass of the 
people are not yet fitted for self-government and that 
serious results might follow from the withdrawal of 
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Ajnerican co-operation in gOTernment and American 
protection from outside aggression, 

THE PEOPLE 

The population of the Philippine Islands is estimated 
by the Bureau of the U. S. Census for January 1, 1917, 
at 8,879,999, of which number about one-eighth belong to 
the so-called "non-Christian" tribes. 

It is estimated that about 99% are native born. The 
larger portion of the small number of foreign bom are 
Chinese; Americans, Spaniards, British and Qermaus 
constitute the bulk of the remainder. About one-half of 
the foreign bom are in Manila. 

The first inhabitants of the islands are supposed to 
have been the pigmy blacks, known as Negritos, Their 
descendants still survive. They are very similar to the 
bushmen of South Africa and to the Australian blacks. 
They are said to be incapable of civilization. 

Following the pygmies came a people of Malayan 
blood. They were possessed of metal tools and weapons 
and soon became ttie dominating race. They did not 
come all at once, but in waves of immigration. These 
invaders were head hunters. They did not settle in 
tribes, but in small communities, which were at war 
not only with the Negritos but with each other. 

They spoke many different languages or at least dia- 
lects, and this is the ease even today. On account of 
their head-hunting proclivities, there was no social in- 
tercourse between the several tribes and therefore there 
was no opportunity for the harmonization of the numer- 
ous dialects. 

About the year 1400 A.D. Mohammedan Malaj^ be- 
gan to settle in the southern Philippines. Soon they 
came into possession of firearms and from that time on 
became the most aggressive people in the Islands. 
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The Spaniards spread the Christian rel^on over 
the northern islands. There is a sharp line of cleavage 
between the Roman Catholics comprising about seven- 
eighths of the population and the pagan and Moham- 
medan tribes. 

The "non-Christian" tribes are some twenty-seven 
in number, differing in the dialects spoken and in other ' 
characteristics, Beference has already been made to the 
Negritos and the Moroa, or Mohammedans, The latter 
have a high-grade of intelligence, but they are religious 
fanatics. If the firm hand now held over them were 
withdrawn they would doubtless again terrorize the en- 
tire archipelago. 

The pagan tribes cannot all be called wild. Some 
of them are said to be quite as gentle, and as highly 
civilized, as are their Christian neighbors. 

The people of a number of the tribes, however, were 
fierce, warlike, unsubdued head-hunting savages at the 
time of the American occupation. There has been a 
great improvement in their conduct, but, says Dean C. 
Worcester, the well-known authority on the Philippine 
peoples, upon whose statements these paragraphs are 
chiefly based, "the blood lust of these sturdy and brave 
^hters is only dormant." He says that "a steady hand 
must he held over them for years to come." 

Doctor Worcester states that of the so-called Chris- 
tian "tribes" there are eight principal groups. The 
word tribes in describing them is used simply to indi- 
cate that they are descendants from tribes or peoples 
which existed in separate entities in the distant past. 

In speaking of the Filipinos these, the civilized 
peoples, are the ones to whom the designation properly 
applies. 

The very large majority have been brought up in 
the Roman CathoUc faitii. 
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In physical appearance and dress they resemble 
each other closely. 

They are alike in dignity of bearing, in their so- 
briety, their general hospitality, their kindliness to the 
old and feeble, their love of children and their eager- 
ness to obtain for them educational advantages, their 
fondness for music, their patience in the face of ad- 
versity and their respect for authority when their pas- 
sions are not played upon or their prejudices aroused. 

They are quick to learn, they can follow a leader, 
but lack the qualities of leadership. 

They have no common language. They cannot be 
reached as a whole. They do not respond as a whole. 

They do not, and will not for years, to come, constitute 
a people. 

In all these respects Doctor Worcester says they are 
like the other Malay races. In this connection he quotes 
from Colquhoun's "The Mastery of the Pacific": "No 
Malay nation has ever emerged from the hordes of that 
race, which spread over tiie islands of the Pacific. 
Wherever they are found they have certain marked char- 
acteristics and of these the most remarkable is their lack 
of that spirit which goes to form a homogeneous people, 
to weld tiiem together. The Malay is always provincial ; 
more, he rarely rises outside the interest of his own 
town or village." 

Doctor Worcester, from an intimate knowledge of 
the Philippines and of the Filipinos spreading over a 
period of nearly thirty years, gives it as his unqualified 
judgment that "the Filipinos are not yet fit to govern 
themselves, much less to govern the Moros and other 
non-Christian tribes." He says further: "Philippine 
independence is not a present possibility, nor will it be 
possible for at least two generations. Indeed if by the 
end of a century we have welded into a people the de- 
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scendantfi of tlie composite and complex group of human 
beinga who today inhabit the islands, we shall have no 
cause to feel ashamed of our saceess." 

Again, ' ' I am firmly convinced that the Filipinos are 
where they are today only because they have been pushed 
into line, and that if outside pressure were relaxed they 
would steadily and rapidly deteriorate." 

On the other hand it is only fair to note the opinion 
of the present Governor General, Francis Burton Harri- 
son, as given in his report for the year 1915, Under date 
of July 1, 1916, Governor Harrison writes : 

"The administrative machinery of the govemmait 
has been in smooth and successful operation during 1915 
and the personnel has worked harmoniously and with 
spirit. The old antagonism between American and Fili- 
pino officials and employes has almost disappeared, and 
throughout the Islands a better feeling between Ameri- 
cans and FCipinos is most apparent. 

' 'It is the fashion for many critics of the races which 
dwell in the Tropics to generalize about the inhabitants 
of these regions, and to deny them the capacity in gov- 
ernment affairs with which more northern races are en- 
dowed. In the case of such of these critics as are forei^- 
ers, their observations are usually based upon a condition 
of affairs in countries or colonies where the tropical peo- 
ples are denied all real participation in the affairs of state. 
The capacity of the people is unknown because it has 
never been tried. In the Philippines, however, the avowed 
American policy has always been to give the inhabitants 
of the Islands an increasing control of their own public 
affairs to qualify them for complete self-government 
and ultimate independence. This policy was dictated by 
American ideals and constitutional requirements, and is 
amply justified in each succeeding concession of self- 
government to the Filipinos. The people of these Islands 
are as a whole far in advance of the people of surround- 
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ing tropical comitries, as might be expected from the only 
Christian Oriental raoe,aprivllegewhicb has incidentally 
given the Filipinos a western or European outlook upon 
many of the features of modem life. The rapid spread 
of modem education throughout the Islands has also been 
a most important factor. 

' ' Visitors to the Islands, therefore, who come imbued 
with ideals of colonial government as practised by Euro- 
pean countries in the Tropics, are obliged to rearrange all 
their preconceived prejudices if they wish to make an in- 
telligent study of the Filipino people. It is unfortunately 
true, moreover, that many Americans who have never 
had an opportunity of viating the Philippines personally 
have acquired a notion that these Islands are inhabited 
only by savage tribes of head-hunters, with little con- 
ception of the fact that only one-eighth of the population 
is non-Christian, and that even among these less advanced 
peoples of the remote mountain districts head-hunting 
has now ceased and elementary education has been in- 
troduced, following the opening of a network of roads 
and traib. 

"But every year now it becomes less and leas neces- 
sary to theorize about the capacity and endowments of 
the Filipinos. To one who will take the trouble to make 
his own observations ample opportunity is afforded for 
accurate judgment from the actual state of Filipinization 
in tiie government service to-day. 

"There are now 44 Provinces in the Philippine 
Islands, of which all but 7 are under Filipino control, 
for the most part with elective officials. In these 44 
Provinces and 13 sub-Provinces there are 173 Filipino 
and 36 Junerican ofBeials, of which latter number 14 are 
provincial treasurers and no longer members of the pro- 
vincial boards. Exclusive of the cities of Manila and 
Baguio there are 756 municipalities and 83 townships in 
the ialands, governed entirely by Filipino officials, of 
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whieli there are 13,138. There are, however, 89 Ameri- 
can justices of the peace or notaries public, who, of 
course, have no administrative functions or powers. The 
Filipino municipal presidents and councils are chiefly 
elective officers. Of these 13,188 Filipino municipal 
officials, during 1915 only 101 were found guilty of 
serious misconduct, either upon administrative investi- 
gation or in court action, of which number only 16 con- 
victions were for malversation or breach of trust, forgery, 
falsilication of public documents, or extortion. 

' ' In the insular government itself the Legislature was 
as heretofore composed of an upper house or Commis- 
sion, which, during the session of 1914-15, consisted of 4 
Amerieans and 5 Filipinos, and during 1915-16 of 2 
Americans and 5 Filipinos, while the lower housi) or 
Assembly consists of 81 members, all Filipinos. 

"The supreme court is composed of a Filipino chief 
justice and 4 American and 2 Filipino associate justices. 
The courts of first instance have 14 American and 22 
Filipino judges. 

"Of the four administrative heads of department 
during most of the year 1915 a Filipino was Secretary of 
Finance and Justice and another Filipino acting Secre- 
tary of Commerce and Police. A Filipino also acted aa 
Secretary of Public Instruction during the absence of the 
head of that department in the United States for the first 
few months of 1915. 

"Of the chiefs of bureaus and offices daring 1915, 17 
were Americans and 9 Filipinos. Of the assistant chiefs 
13 were Americans and 9 Filipinos. 

' ' The report of the director of civil service shows that 
on July 1, 1915, there were 1,935 Americans and 7,881 
Filipinos in the Philippine civil service. 

"The resnlts of the operation of tiiis organization, 
whieh is in a stage of gradual transition from a govem- 
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ment of Amerieans assisted by Filipinos to, a govenunent 
of Filipinos aided by Americans, are set forth in the 
annual reports." 

This somewhat len^hy statement of the genesis and 
character of the people of the Philippine Idanda is justi- 
fied because of the most important bearing which it has 
upon the status of the present debt of the Qovemment 
of the Philippine Islands. As is shown at length in a 
later chapter, this debt was incurred by the Philippine 
Commission, constituted by the United States Govern- 
ment. The manner of its presentation and its manage- 
ment were and are such as to lead investors in these 
bonds to understand that the United States Government, 
while not directly respoosible for the debt, yet is obli- 
gated to see that proper provision is made for its pay- 
ment, principal and interest. Under a continued Ameri- 
can protectorate there is no question as to the intrinsic 
value of these bonds. No bonds could be better secured. 
When the time comes to grant the Filipinos complete 
independence, the United States, as a matter of good 
faith with the holders of these bonds issued under its 
auspices, should retain control of the customs, upon 
which the payment of the principal and interest of the 
present debt should be made a first charge, until that 
debt with interest is fully liquidated. 

Appropriate provision should also be made to pro- 
tect the holders of the bonds of the Manila Railway- 
Southern Lines and those of the Philippine Railway, 
which bonds have been guaranteed as to interest by the 
Philippine Government, 

LOCATION, TOPOGRAPHY AND NATURAL 
RESOURCES 

The Philippine Islands lie between 5* and 22* North 
Latitude and 117' and 127* East Longitude. They com- 
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pose an archipelago forming the most northern group 
of JBlands in the ]\bilayan or £astem Archipelago. They 
lie wholly within the tropics. The archipelago is bounded 
on the west by the China Sea and on the east by the 
Pacific Ocean. 

Manila, the capital, is 8,100 miles from Saa Fran- 
cisco, 6,400 miles from Seattle, 9,400 miles from Panama. 
It is 60O miles from Hong Kong, 1,400 miles from Singa- 
pore, 1,900 miles from Yokohama. 

The archipelago numbers 3,141 islands, of which 
2,775 contain less than one square mile ; 1,095 are large 
and fertile enough to be inhabited. The important 
islands are Luzon, on which Manila is located (40,969 
square miles), and Mindanao (36,292 square miles). 
These comprise about seven-tenths of the entire land 
surface, estimated at 115,026 square miles. The islands 
of Samar, Negros, Pan ay, Palawan, Mindoro, Leyte, 
Cebu, Bohol and Masbate are also important. The total 
water surface within the area occupied by the archipelago 
is 705,115 square miles. The islands are quite moun- 
tainous. The two great islands present a variety of 
surface with broad plains and level valleys. Active and 
extinct volcanoes form a striking feature of many Phil- 
ippine landscapes. 

The islands are well watered. They are favored 
with what has been described as ' ' one of the most health- 
ful tropical climates in the world," 

The flora, birds and fish are of great variety and 
contain many beautiful species. The islands are poor 
in indigenous mammals. As would be expected, insect 
life is much in evidence. 

The forests are extensive and contain a great variety 
of beautiful and serviceable woods. 

Dgitiz^dbv Google 



mSDLAE POSSESSIONS 35 

The mineral reflources of the ialands are diversi- 
fied, bnt so far little developed. Coal and gold are found 
in almost every island in the archipelago. 

INDUSTRIES AND COMMERCE 

The industries of greatest present importance are 
agriculture and fishing. The forest and mineral prod- 
ucts are of great potential value, but as already stated, 
but little development has taken place. 

In fact even agriculture is very backward, notwith- 
Etanding the great efforts which have been put forth 
under the American administration to stimulate and im- 
prove agricultural operations. 

Abaca (Manila hemp) is the most important fibre 
as well as the most important export product of the 
islands, composing about 40% in value of the total ex- 
ports. The value of the exports of hemp in 1913 was 
$21,121,084; in 1914, $19,194,815; in 1915, $21,339,100. 

Copra, or the dried meat of the eocoannt, together 
with cocoanut oil, afford the next most important group, 
composing 25% of the total exports. The value of 
copra exported in 1913 was $9,545,724; in 1914, 
$7,980,270. In 1915 there was a marked increase to 
$11,111,554. Cocoanut oil is an increasingly valuable 
ttrtiele of export. The export value of this production 
in 1915 was $2,820,501. Exports of sugar and tobacco 
amounted in value respectively in 1915 to $11,310,215 and 
$3,704,934. 

Important groups of importa are cotton goods and 
iron and steel. In 1915 the value of the imports of 
cotton goods was $11,791,414; 73% being from the United 
States. The imports of iron and steel in 1915 amounted 
in value to $4,430,000, a falling off from 1914 of $2,- 
553,000 and from 1913 of $4,183,800. 
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Riee is the staple food of the people; while a large 
quantity is raised, much is imported. The value of the 
imports of riee in 1915 was $6,724,270. In former times 
the Philippines exported rice and may do so again when 
agricultural development has become more advanced. 

General Mclntyre, Chief of the Bureau of Insular 
Affairs, in reporting to the Secretary of War in regard 
to a trip of inspection made in 1915, makes the fol- 
lowing remarks in regard to agricultural conditions: 

"Ah agrieulture is almost the eidueive source of weath is tbe 
islands, one must understand that without development in agricul- 
ture it is idle to anticipate more than spasmodic development in 
industria) or commercial lines. Unfortunatelj the agricultural de- 
velopment has been slow. In the production ot rice and sugar we 
have never exceeded the most prosperous years of Spanish control 
of tbe islands, and many of the provinces bear evidence today of 
not being bo productive as they have been in years prior to the 
insurrection in the Philippines. In other words, these provineos 
have never recovered." • • " 

"Filipino labor must in its great part be employed in agricul- 
ture. Unfortunately, this seems the point at whidi the Filipino 
laborer is weakest. This is witnessed by the general condition of 
agriculture in the islands, and is the general complaint of land- 
owners and those who employ labor directly or who have Filipino 
tenants. There seems no doubt that this is due mainly to inherited 
conditions and to the unsatisfactory relation of agricultural em- 
ployers and landowners to their laborers and tenants. It is ob- 
served that in such properties as the San Carlos Milling Companv 
and the Calamba Estates Company there is little or no trouble with 
labor. The trouble aeema to be where the old conditions continue 
and these are the general conditions, such estates as those men- 
tioned being eiceptional. " ■ • " 

"It seems clear that to stimulate agriculture in the Philippine 
Islands it is necessary to bring about a more satisfactory condi- 
tion of the laborer; that is, the laborer must perform more work 
and he must perform it in the belief that he is going to be bene- 
fited by it. It is not easy to change the customs of ages, and it ia 
not desirable to make revolutionary changes. It is probable that 
if there were scattered throughout the islands, as there might well 
be, large estates under modern management, the conditions would 
be corrected thereby, and possibly it ia the only way in which they 
could be corrected ; but it woold seem to be the duty of the Bfricul- 
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tural bureau of the Philippines and of the labor bureau to investi- 
gata carefully conditions of the employment of agricultural labor 
and to suggest a gradual modification of eiistiug eonditioDs, ao a< 
to induce the laborer to work more and the employer to give him a 
larger benefit fiom the produet of hia labor. " • • • 

The total value of the principal eropa in 1914 was 
$89,819,835. 

Next to the agricultural products, the fishing in- 
duBtry is of the greatest importance in the Philippines. 
The catch is largely for local consumption. Pearl in- 
dustries are proving to be important and profitable. 

The principal manufactures are cigars and ciga- 
rettes; of the former 243,134,000 were made in 1914 
and 155,000,000 exported, while in 1915 184,308,000 were 
made and 70,662,000 exported; of the latter 4,411,923,000 
were made in 1914 and 3,859,607,000 in 1915, of which 
the bulk was consumed locally, although the exports were 
increasing. 

The decrease in the c^ar trade in 1915 is attributed 
chiefiy to the falling off of the trade with Europe and 
Australia, because of the war. 

Following is a comparative statement of the value 
of exports and imports of the Philippines for 1905 and 
for the seven years from 1909 to 1915, inclusive: 

IMPORTS INTO THE PHILIPPINE ISLANDS 

YEARS ENDING DECEMBER 31 

From From 

-„ United Other . m^ioi 

Year States Countries ^'***' 

1905 85,589,946 $24,460,604 $30,050,550 

1909 6,446,331 34,639,088 31,084,419 

1910 20,068,542 29,650,8X9 49,719,361 

1911 19,156,987 28,867,420 48,024,407 

1912 24,309,010 37,358,941 61,667,951 

1913 26,676,261 26,636,525 63,312,786 

1914 24,020,395 24,568,258 48,588,653 

1915 26,381,069 22,931,115 49,312,184 
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other 




Countnes 


Total 


»18,614,367 


$33,454,774 


20,197,824 




23,386,738 


40,628,463 






31,970.500 


54,781,738 


31,338,038 


47,772,956 






30.159,793 


53,813,004 
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EXPORTS FROM THE PHILIPPINE ISLANDS 
YEARS ENDING DECEMBER 31 
To To 

United 
Year States 

1905 $14,840,407 

1909 14,726,513 

1910 17,241,725 

1911 19,827,030 

1912 22,814,238 

1913 16,434,018 

1914 •24,427,710 

1915 23,653,211 



In 1915 the total foreign trade of the Philippine 
Islands was $103,125,188. Of the imports, 53.49^ came 
from the United States, while 43.95% of their exports 
were sent to this country. 

In the calmidar year 1915 the United States im- 
ported goods from the Philippines valued at $23,653i,211. 
These were mostly crude materials for manufacturers. 
In the same period exports from the United States to 
the Philippines amounted to $26,381,069. Almost 78% 
of these exports were fully manufactured goods, and 
another 18% partly manufactured. 

In the three years preceding the acquisition of the 
Islands our trade with them averaged $4,546,649 im- 
ports and $130,530 exports, a total of $4,677,179 com- 
pared with $50,034,280 trade between the United States 
and the Islands in 1915. 

Total exports and imports of the United States 
with the Philippines compare with our trade with Rus^a 
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(European) and Auatria-Hungary for a series of years 
as follows: 



Years 
Ending Dec. 31 


•PhiUppinea 


Russia 
(European) 


Austria- 
Hungary 


1906 
1010 
1011 
1912 
1913 
1914 


{17,203,169 
37,897,573 
41,108,946 
47,096,506 
45,817,900 
46,409,209 


832,030,452 
31,151,395 
38,878,092 
52,378,387 
48,288,308 
34,566,396 


$23,345,780 
34,263,587 
37,285,636 
42,260,702 

41,327.991 
23,485,075 



In 1915 the Philippine trade was $49,239,514, 
Russian $127,096,000 and Austro-Hungarian $5,429,000. 

Between 1906 and 1913, the last year of normal busl- 
ness before the breaking out of the great war, trade be- 
tween the United States and the Philippines increased 
nearly 170%, with Russia in Europe about 50%, and 
Austria-Hungary about 43%. Some Russian commerce 
was through the intermediary of Germany and does not 
show in the figures of direct trade. 

It will be seen that the trade of the United States 
with the Philippines has steadily increased until the 
Islands have become one of the best customers of the 
country. It is important to note that trade is reciprocal, 
the exports and imports between the States and the 
Islands tending almost to balance. 

Taking 1913 as a normal year, before the world's 
trade had become disarranged by the European confiict, 
it is interesting to note that the exports of the United 
States in that year to the Philippine Islands somewhat 
exceeded the exports to China and Russia. They ex- 
ceeded by 79% the exports to British India. They ex- 
ceeded the exports to Austria-Hungary, to Sweden and 

'IKscrepaueies between, the figuree in this and the previous 
tables are probably due to different methods of compiling statistics 
in WaBbiugtoQ and in Manila. 
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Norvaj, and to Denmark. Put in another wi^, the ex- 
ports of the United States to China were in 1913 only 
8% cents a head of the population of China, to India 
only 5 cents a head, to Russia only 20 cents a head, to 
Austria-Hungary only 45 cents a head; while to the 
Philippines they were $3.20 a head and tending to in- 
crease. The business between the United States and the 
Islands was in 1915 up to that time the greatest in his- 
tory. 

The present indications, however, are that the trade 
of 1916 mil be still greater as, for the nine months of the 
year so far reported, the total trade between the States 
and the Islands aggregated $42,465,000 in 1916 compared 
with $39,785,000 for the corresponding months of 1915. 
In 1916 the exports from the United States to the Islands 
were $16,821,000 while the imports were $25,644,000; al- 
most reversing the figures for the nine months of 1915, 
when the exports were $21,420,000 and the imports were 
$18,365,000. 

With the growth of population in the Philippines 
there is every reason to expect that with the continuance 
of American control, which for moral and humanitarian 
reasons would seem to be wise and right, the trade of 
the Islands would come to be of ever-increasing impor- 
tance to tile United States. 

GOVERNMENTAL ACTIVITIES 

The government of the Philippine Islands is neces- 
sarily of a so-called "paternal" character. 

Through the central government the provinces and 
cities are financed, that is to the extent that they need 
to borrow money to carry out plans for development. 

Matters of sanitation, education, transportation, 
roads, maintenance of order, are all to a great degree 
controlled from Manila. 
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When the United States assumed control of the 
Islands, the affairs of the country were in great disorder. 
Bands of revolutionists were roaming the country, the 
uncivilized tribes were addicted to cannibalism and head 
hunting, sanitation was neglected, epidemics of disease 
were prevalent, there was no general scheme of educa- 
tion, there were practically no roads and only a few miles 
of railroad, there was no currency system, the banking 
system was bad, injustice was prevalent. 

All these things had to be corrected and to a great 
extent have been corrected. 

A stable government has been established and order 
restored, even among the uncivilized tribes. 

Roads and railroads have been built. The standard 
of health has been raised and epidemic and malarial 
diseases greatly reduced. A good scheme of education 
is in operation and most popular with the people. In 
1914 over 23% of the entire expenditure of the Philip- 
pine Government was for educational work. The cur- 
rency has been reformed, as shown in considerable de- 
tail elsewhere. Schemes of taxation, fair and just, have 
been introduced. 

In the Philippines the United States is tiying out 
not only the several kinds of governmental activity with 
which the people in the United States are familiar, but 
it is also in the banking, telephone and telegraph, rail- 
road, foreign exchange, fidelity insurance, bond and 
mortgage, and hotel business. 

Apparently these various forms of business which 
up to date have in the United States proper been left 
to the initiative and action of private corporations are 
being quite satisfactorily conducted in the Philippines 
as departments of the government, as more fully ex- 
plained In the following paragraphs. 
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BANKINO 

Banking practices have been reformed. The state to 
a large extent took over the regulation of the exchanges, 
taking the purchase and sale of exchange from the banks. 
This waa ondertaken in the gist inatanee in order to 
stabilize the currency, in connection with the operation 
of the Gold Standard Fund. 

In 1908 the Agricultural Bank was ^tablished un- 
der government auspices in order to afford means to the 
planters to finance the growing and distribution of their 
crops. The original capital of the bank was $500,000. 
On December 31, 1915, the bank reported that loans out- 
standing were $2,541,280. 

In addition to loans made to agriculturists through 
the medium of the Agricultural Bank, the Government 
has heretofore at times made large loans to sngar plant- 
ers through the Bank of t^e Philippine Islands, a pri- 
vate institution, but under government supervision. 

Until the establishment of the National Bank 
this was the only independent bank and the largest com- 
mercial bank in the Islands. It has a head office In 
Manila and branches at Iloilo, Jolo and Zamboanga. A 
recent report shows capital, surplus and undivided 
profits aggregating $5,957,000, deposits $2,627,000, other 
liabilities $4,776,000, circulation $5,339,000. 

There are also branches of the International Banking 
Corporation ; of the Chartered Bank of India, Australia 
and China and of the Hong Kong and Shanghai Banking 
Corporation. 

Following is a comparative consolidated statement 
expressed in pesos, takeu from the Governor General's re- 
port for 1915, of the resources and liabilities of all ^e 
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commercial banks in the Islands at the close of busi- 
ness on December 31, for the years 1915 and 1914. 



OverdrtfU . . . ae,STl,B0».13 3i 
OuTTont 

aocoodu . . ie,aoa,8aa.ie is.eis, 

Fixed 

Deposit! . . . ll.MS.eSA^a 1G,042. 

The Postal Savings Service on December 31, 1915, 
had 54,434 aceotints, to the credit of which was the sura 
of $1,615,629. 

It having been deemed advisable to consolidate the 
various banking activities of the Insular Government, 
the Philippine National Back has recently been organ- 
ized under the terms of an aet of the Philippine L^^ 
lature passed in February, 1916. 

The authorized capital of the bank is $10,000,000. 
The Insular Government has purchased and is intended 
always to hold a majority ($5,050,0(X)) of the stock. 
Sixty per cent, has been paid in and the remainder is to 
be paid in annual instalments of 10%. Subscriptions to 
the minority stock are being received on the same terms 
from the general public. 

The institution is a fully equipped commercial 
bank, but under governmental control and management. 
Besides acting as banker for ibe Government it is doing 
a regular discount, deposit and foreign exchange busi- 
ness. It is also vested with the function of making loans 
to agriculturists, and is permitted to issue bonds secured 
by real estate mortgages properly safeguarded. 

The bank is authorized to issue circulating notes but 
never to exceed 60% of capital and surplus. It is also 
permitted to issue notes against gold. The bank is au- 
thorized to establish branches in the provinces and in 
the United States. The main oEBce is in Manila. B^u- 
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lajrly authorized branches are to be opened soon at 
IloUo and at Cebu. Twenty-seven agencies have already 
been established in as many provincial - capitals where 
deposits are received and exchange sold, and at which 
application for loans may be filed for transmission to 
ManUa. 

The bank hss taken over the assets and liabilities of 
the Agricultural Bank, which will cease operations. The 
bank is the depositary of the Insular Government, of all 
municipal governments, including Manila, of the Postal 
Savings Service and of various otiier institutions. It will 
probably manage the finances of the Manila Railroad, 
recently purchased by the Insular Government. 

Foreign exchange business has been undertaken by 
the bank on a substantial scale. 

The organization of the bank is intended not only to 
take care of the needs of the Insular Government and of 
the Philippine people at home, but also to assist in the 
development of foreign trade and especially in the devel- 
opment of trade with the United States and to encourage 
the investment of capital from the United States in the 
Islands, with the assurance of stable and reasonable 
accommodation to all forms of legitimate business. Al- 
though only established during the spring and summer 
of 1916, the bank reported on October 25fli resources of 
37,000,000 pesos, say $18,500,000. 

POSTS AND TELEGRAPHS 
The Philippine Government has established post of- 
fices and telegraph ofQces throughout the islands. 

RAILROADS 
The railroad situation is one of mixed governmental 
and corporate ownership. The lines of the Manila Rail- 
road which serves the island of Luzon are about to be 
acquired by the Government of the Philippine Islands. 
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The particulars of the sale, and the reasons therefor, 
as semi-offieially explained, are briefly as follows: "By 
Act of Congress approved February 6, 1905, the Philip- 
pine QoTermnent was authorized, among other things, to 
guarantee the interest on bonds of railroad companies 
that might be authorized by that government to con- 
struct and operate railway lines in the Islands, and on 
July 7, 1906, the Manila Railroad Company was granted 
concessions in perpetuity for certain lines on the Island 
of Luzon including the then existing lines of the Manila 
Railway Company, Limited. In 1909 this company was 
granted coneesaions for further lines the Government de- 
sired constructed, and under this supplemental con- 
cession the lines of the company were divided into the 
two systems known as the Northern and Southern Lines, 
the Government guaranteeing interest of ifo per annum 
on the bonds of the latter, which includes the line to 
Baguio. To carry on this construction the Manila Rail- 
road Company entered into a construction contract with 
the Manila Railway Company, Limited, under which the 
latter accepted the 4% guaranteed bonds of the Rail- 
road Company at par and was required to find the 
money for the new construction. In 1911 and thereafter 
the Government, to hasten construction, found it neces- 
sary to mate large loans to the Railroad Company. 
"With the advent of the European war the construction 
company found itself unable to raise funds to carry on 
construction work and faced the necessity of disposing 
of its property to best meet its indebtedness, or of going 
into the hands of a receiver, which would inevitably 
have been followed by a receivership for the Railroad 
Company, The Government was thus confronted with 
the alternative of taking over the stock of the Manila 
Railroad Company at a fair valuation, or, by permitting 
■ the latter to go into the hands of a receiver, of sustain- 
ing the loss of a considerable part of the sum loaned to 
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the company. There was also the possible indirect loss 
to the Islands to be considered. 

"After mature deliberation and extended negotia- 
tions, an agreement for purchase of the stock of the 
company was entered into December 18, 1915, and au- 
thorized by an act of the Philippine Legislature Febru- 
ary 4, 1916, This agreement provides, in substance, that 
the Government shall acquire all the capital stock of the 
company for $4,000,000, 51% payable in cash on the 
date of sale, and the balance within eighteen months 
with interest at 5%. It further provides that, with the 
consent of Congress, since obtained in the new Organic 
Act for the Islands approved August 29, 1916, the ma- 
turity of the outstanding guaranteed bonds of the com- 
pany may be extended for twenty years or until May 
1, 1959, and provision is made for a sinking fund for 
their retirement to be met from any funds of the com- 
pany available for such purpose, supplemented so far as 
necessary by appropriations of the Government. 

"The indebtedness of the Railroad Company to the 
construction company is to be paid in bonds of the Bail- 
road Company, the latter being also required to retire 
certain outstanding 6% and 7% bonds by the issuance 
of 5% bonds of equal face value secured by first mortgage 
on tie Northern Lines, and a second mortgage on the 
Southern Lines, the latter subject only to the mortgage 
securing the 4% guaranteed bonds and the lien of the 
Government for the payment of interest guaranteed 
thereunder. ' ' 

The Insular Government also guarantees the inter- 
est upon the bonds of the Philippine Railway, which 
serves the islands of Cebu, Panay and Negros. 

For details as to the bonded debt guaranteed and 
statements in regard to the mileage of the railroads ref- 
erence should be made to paragraphs on a subsequent 
page. 
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CURRENCY 



Prior to the American occupation silver was the 
basis of the currency of the Philippine Islanda. Al- 
though at one time gold and silver were both in cirenla- 
tion, the gold bad disappeared from use, having become 
overvalued as compared with silver. 

According to a report made in 1898 by Edward W. 
Harden, Special Commissioner for the United States, 
wben the American army assumed the supervision of the 
Philippine affairs the money in circulation consisted of 
the Mexican dollar of a date previous to 1877 and silver 
coined for use in the Islands by the Spanish Govern- 
ment. The Banco Espanol Filipino had outstanding 
circulating notes based on silver amounting, approxi- 
mately, to $2,500,000. It is difBeult to tell just how great 
an amount in silver coins was in circulation. Mr. Harden 
roughly estimated the amount to have been about $30,- 
000,000. In addition to this he stated that there were 
subsidiary coins circulating valued at about $10,000,000. 
Altogether coins and notes in circulation aggregated $40,- 
000,000 to $45,000,000 silver, equivalent to ^0,000,000 
to $22,500,000 gold. 

This circulation was not sufficient for the needs of 
business at the time of year when the sugar and hemp 
crops were being moved. 

As the importation of Mexican dollars dated after 
1877 was forbidden by the Spanish Government the silver 
coins at times became very scarce and commanded a pre- 
mium. This premium not uncommonly was as much as 
10 or 12%. This led to the smuggling in from China of 
Mexican coins of a later date than 1877, at a considerable 
profit to those engaged in the operation. 

At the time of the American occupation payments 

by the United States Government were at first made in 

. gold. The gold coins of course quickly disappeared and 
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the fluctuations in the exchange rates gave rise to great 
dissatisfaction. To remedy the currency situation the 
Philippine Commission proposed that a new coinage be 
introduced with the peso as the unit. This was the name 
by which the Mexican dollar and the Spanish dollar 
above referred to were known. 

Under the authority of the act of Congress dated 
July 1, 1902, as amended by the act of March 2, 1903, 
the unit of value in the Philippine Islands was estab- 
lished as the gold peso consisting of 12.9 grains of gold, 
nine-tenths fine ; the circulating medium to be the silver 
peso, weighing 416 grams, nine-tenths fine. This coin 
was purposely made somewhat lighter than the Mexican 
silver dollar in order to prevent its rising above the value 
of the gold peso, i. e. 50 cents in American gold. 

On account of an unexpected appreciation in the 
valne of silver, however, this very thing occurred and it 
was therefore found necessary in 1906 to reduce the 
amount of silver in the peso to 308.64 grains, .800 fine. 

This was permitted by an act of Congress approved 
June 23, 1906. 

Provision is made in the acts of July 1, 1902, and 
March 2, 1903, for keeping the silver peso on a parity 
with the gold peso. United States gold coins are de- 
clared to be a legal tender at the rate of one dollar for 
two pesos. 

Provision is made for subsidiary silver coins of 50, 
20 and 10 centavos and for minor coins of 5 centavos, 1 
eentavo and one-half centavo. 

The intention was to establish a stable, non-fluctua- 
ting currency which should not run counter to the customs 
of the people or radically alter the unit of exchange 
which had influenced values for many years. 
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Gold Standard Fund 

To insure stability a Gold Standard Fund was cre- 
ated by the Philippine Commission under authority 
given in the act of Congress approved March 2, 1903, 
referred to above. The act of the Philippine Commis- 
sion is dated October 10, 19(^, This act creates a 
bureau of the Insular Treasury to be known as the Divi- 
sion of Currency. 

Section 7 of this act provides as follows : 

' ' For the purpose of malntaiiiiiig the p&rit? of the Philippine 
ailvep peao with the Philippine gold peoOj and of keeping the cur- 
rency equal in volume only to the demands of trade, the insular 
treasurer is authorized and directed" 

First — to exclianee on demand for Philippine currenc; or 
United States currencj drafts on the gold standard fund deposited 
in the United States or elsewhere to the credit of the insular 
treasurer. Depositaries of the funds of the Philippine Government 
in the United States are likewise required to eel] drafts on Om 
Philippine treasury. The charge for anch drafts in either case ia 
limited to %% for demand drafts and 1^% for telegraphic 
transfers unless otherwise ordered by tike Secretary of Finance 
and Justice. 

Secotid — to provide for the free interchange at par of all 
forms of United States notes and national bank notes and the 
Philippine currency. 

Third — to exchange upon payment of a premium equal to the 
cost of transportation between the United States and Manila, 
United States gold coin or gold bars for Philippine currency. 

Fourth and fifth — -to withdraw from circulation United States 
notes, gold coin or gold bars or national bank notes received in 
exchange for PhilippiDe currency or vice versa until the demand for 
exchange or for additional currency requires otherwise. 

The eighth section of the act provides for the inter- 
change of subsidiary and minor coin for the standard 
silver pesos. 

In the remaining sections of the act provision is 
made for the issuance of silver certificates as permitted 
by the act of Congress, the certificates to be covered by 
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silver coin. These certificates were made receivable for 
customs, taxes and for all public dues. 

In the report of the Chief of the Bureau of Insular 
Affairs for 1912 the following important statement ap- 
pears: 

"The Philippine coinage system has continued to 
afford a convenient currency, its parity with gold being 
assured by a gold standard fund to which all seigniorage 
and earnings from the sale of New York exchange, as 
well as interest received from depositaries, are credited. 
During the last few years the earnings grew so large 
that it was deemed wise to limit the fund to 35% of the 
outstanding circulation, exclusive of silver certificates 
protected by a gold reserve. On December 8, 1911, the 
Philippine Legislature accordingly passed an act (No. 
2083) authorizing this limitation and releasing (to June 
30, 1912) from the gold standard fund a total of $1,698,- 
513.82. The transfer of this amount to the general funds 
of the insular treasury was of great assistance in meet- 
ing the general needs of the Government, but particularly 
in the construction of public works. 

"Moreover, the complete public confidence in the 
carefully protected Philippine coinage system has long 
made it evident that a reasonable proportion of the gold- 
standard fund could properly and usefully be used in 
some manner other than depositing it at interest with 
the various banks designated for that purpose. The 
legislature accordingly provided, in the same act, that 
not more than one-half of the fund might be loaned for 
not exceeding 10 years to municipalities and provinces 
for much needed public works at 3% per annum. There 
was also included a further provision that not exceeding 
one-half of the amount thus loanable might be loaned 
for a period not to exceed 30 months to the Manila Rail- 
road Company at 5% interest to aid in expediting the 
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completion of important sections of railroad en eertais 
specified lines. 

' ' The effect of this provision for loans to mTinicipali- 
ties and provinces is broader than appears at first sight. 
Heretofore in the absence of sufficient demand for se- 
cured deposits in the Islands to enable the Government 
to place more than a minor part on deposit in Manila, 
the greater part of the fund had been necesaarily de- 
posited in banks of the United States which furnished 
ample securitf. At the same time, owing to the active 
demand for money at higher interest rates, there was 
no established market in the Islands for provincial or 
municipal bonds bearing low rates of interest, although 
the current revenues of these local governmental bodies 
are unequal to the needs for additional schoolhouses, 
markets, water systems, and other public works. This 
act has made available for this purpose an Initial fund 
of about four and a half million dollars. As showing 
the awakening of public spirit throughout the Islands, it 
is interesting to note that 250 municipalities have filed 
applications for loans for the construction of markets, 
besides numerous applications for loans for waterworks, 
and other public utilities. 

' ' Acting within its exclusive general legislative juris- 
diction over all that part of the Philippine Islands in- 
habited by Moros or other non-Christian tribes, the 
Philippine Commission has enacted the necessary legis- 
lation to make a proportion of the funds available to 
them. ' ' 

Amendments to this act made in 1914 and 1915 in- 
creased the portion of the fund available for investment 
from 50% thereof to 80% and provided for additional 
forms of investment. These new forms of investment 
were the interest bearing first mortgage bonds of cor- 
porations organized to erect and operate sugar centrals, 
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to manufacture copra taid coeoanut oil and to manufac- 
ture hemp and products derived therefrom; in loans 
for the establishment and operation of agriciiltural col- 
leges; and, in loans to corporations or associations or- 
ganized to complete, maintain and improve irrigation 



On December 31, 1915, the gold standard fund was 
invested as follows: 

Intestmbnts — Pesos. 

provincial and Municipal loans. 3,930,148.00 

Manila Railroad loans 5,637,000.00 

Loans to Agriooltural Colonies 150,000.00 

tioana to Insular Government 225,000.00 

Total inveatments 9,942,148.00 

Oabh ak» Accounts Eeceivable — 

Treasury and other depositaries 8,577,341.12 

Total 18,519,489.12 

Equivalent to (9,259,744 .5(i 

In this connection the following quotation from the 
last report of the Secretary of Finance and Justice is in- 
teresting and important. 

"The gold standard fund legislation in effect at the 
end of the fiscal year 1915 authorizes the investment of 
the 80 per cent, of the fund in the various projects cited 
above and contemplates that the remaining 20 per cent. 
be held in liquid cash. If the full amount were invested 
as authorized, over Pesos 14,800,000 of the fund would 
be thus utilized and approximately Pesos 3,700,000 
held in cash. This latter amount, under careful ad- 
ministration, would be sufficient to carry on the ordinary 
exchange operations which are a factor of importance in 
the maintenance of the parity of the currency with 
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^Id, but would not be sufficient to maintain confidence 
in our currency system or to meet emergencies or ab- 
BormEil conditions should they arise. With this in mind, 
and notwithstanding the legislation above referred to, 
it has been decided to postpone indefinitely some of the 
contemplated inyestments and to abandon others entirely. 
It has been definitely decided to limit investments to 
the extent of 65 per cent, of the fund, retaining the 
remaining 35 per cent, in cash. This amount even under 
adverse circumstances, and with the existing power to 
issue temporary certificates of indebtedness for the pur- 
pose of acquiring gold, is in the opinion of the under- 
signed ample to meet all demands on the fund and will 
enable it to fully perform the function for which it was 
created. 

"The amount of exchange on New York sold through 
the fund during the year was Pesos 22,021,461.02, 
as compared with Pesos 22,016,056.58 for the preceding 
year. The exchange sold on New York was offset by 
credits amounting to Pesos 23,000,000 furnished in Ma- 
nila to the Treasurer of the United States in exchange 
for an equivalent amount placed to the credit of the 
Philippine Government in gold dollars in New York, 
The earnings of the fund from the sale of exchange, in- 
terest on deposits, interest on loans and seigniorage 
amounted to Pesos 997,763.48 for the year under review, 
as against Pesos 1,017,109.29 for the preceding year, and 
the net income of the fund from all sources was Pesos 
914,489.06, as compared with Pesos 914,955.09 for the 
preceding year." 

The revision of the Philippine currency is one of 
the most important events connected with the American 
control of the Islands and reflects great credit upon Mr. 
Taft and his associates in the Commission in 1901, to 
whose earnest efforts this reform is attributable. 
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CiRCUIjATION 

On December 31, 1915, the Philippine coinage avail- 
able for circulation is stated by the auditor to have 
amounted to Pesos 52,913,754. Of this amount Pesos 
31,113,920 were in the Silver Certificate Hedemption 
Fund. In addition to the silver and silver certificates, 
the Bank of the Philippine Islands bad in circulation 
about Pesos 5,300,000 notes. 

The total amount of money in circulation on De- 
cember 31, 1915, was therefore about Pesos 58,000,000, 
which, baaed on an estimated population on January 1, 
1917, of 8,880,000, would give a per capita circulation of 
Pesos 6.6 or $3.30, compared with an estimated per capita 
eircolation in 1898 of $2.50 — and with a per capita cir- 
culation in Cuba of probably about $5 and for the United 
States of $38.48 at the same date. 

The amount of Mexican and Spanish-Filipino coins 
exported during the period from July 1, 1903, to De- 
cember 31, 1915, is stated to have been Pesos 33,768,901. 
This tallies very closely with the estimate of the amount 
of silver in circulation made by Mr. Harden in 1898. 

The fact that the very moderate increase in circu- 
lation at the present time appears to be adequate for 
the demands of trade may probably be attributed to 
the more stable government, better transportation facil- 
ities and better banking facilities. 



INCOME AND EXPENDITURE 

The following is a comparative statement, ex- 
pressed in United States currency, of receipts and dis- 
boTBements of the Government of the Philippine Islanda, 
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exclusive of all items of a refundable character, cover- 
ing the fiscal years oamed : 



Credit. 



19,239,312,93 18,343.240.69 



Total E^pend[tun 

Supplies tiaDBfeiTi 

and dtopped 



Dec. 31. 1914 
14,982,994.00 



SutplUB, goW-stan- 
dard fund 

Supplies brousht into 
Transfer from Sinking 

Total CredlU 

Eipendlturea: 

Bureaua and offices . 
Miicellaneoiu 

Ab] to Provinces and 



4.729,710.67 fi.044.2! 



ta.se 113,489,700. 



»z33a3.i4B.62 tei.seo.3i 



f4,2S9,027.B2 
6.072,544.68 
7.407,804.07 



.32 110.980.671.02 : 



18,612,102.79 1 



1.530.629.13 2.140.S73.14 



114.893,416.27 114.745,301.00 112.530.626.93 : 



1,892,264.06 1,325,435.08 
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BONDED DEBT 



Herewith is a tabular statement of the bonded debt 
of the Philippine Govemmeiit, together with explanatory 
notes which fully describe the purpose of each issue, the 
authority therefor and the terms tiiereof : 





BONDED DEBT 








Title. 




Inlerat 






1 Frian' Land Date 


Amount 


% Payable 








Porehue .... IMM 


f7,000,000 


4 Q. Feb. 


Feb. 


1, »14 


Feb. 


( Public Worb & 

^l do d":::: iwo 


2,600.000 

ilsoolooo 


10. Mch. 


Mch 


j:lS|| 


Feb. 
Aug. 


3 Manila Rallnad 

Putchaw 1918 


4.000,000 


KQ. Mch. 


Dec 


1. 1926 


Dec. 


Total Philippine Gov't.. ■ 


116.000,000 










(City of Manila. 1S05 


f 1.000,000 
2,000,000 
1.000.000 


i|£' 


s 


2.' 1917 

2. laia 


fc 


Total City of Manila. ... 


M.000.000 










S CltyofCeba..,. IBU 


126,000 


4 Q. Jan. 


Jan. 


1, 1921 


Jan. 


Grand Total 


t20. 126,000 











BegiBtered bonds $1,000 and $10,000. 

All bonds are payable in United Statea gold coin, 

TrauBfer books dose in Washington on the 2lBt da; of the 
month preceding the date upon which intereBt is paid, except for 
the Land Purchase Bonds which books close on the 15^ day of the 
month preceding interest payments. 

The United States Treasury Department acts Be registering and 
transfer agent. 

It also makes disbursements on account of principal and in- 
terest from funds furnished by the Philippine government. 

*The debt of the Philippine Government is limited by the Act 
of Congress Aug. 29, 1916, to $15,000,000 eselnaive of the 

Friars' Land Purchase Bonds. 
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Furpaae of Issue and Terms 

Section 8d of the act authorizes tKe FhiHppine Comiuissioii to 
acquire lauds Iield bj tlie religious orders (the so-called "Friars' 
lajids") "in such large tracts or parcels and in sucli manner as in 
the opinion of the CommiBaian injuriouBlf to affect the peace and 
welfare of the people of the Philippine Islands." 

For the purpose of providing funds to acquire these lands 
the GoTernment of the Philippine Islands is empowered to sell at 
not less than par such an amount of bonds as maj be necessary. 
The details as to interest, maturity, registration and parent in 
United States gold coin are set forth in the table printed above. 

Provision is made that such bonds shall be tax exempt in the 
Islands and in the United States. 

Section 65 contains this Sinking Fund provision ; • ■ • " AH 
moneys realized or received, from sales or other disposition of said 
lauds or by reason thereof shall constitute a trust fund for the 
payment of principal and interest of said bonds at their ma- 

The Philippine Commission on January 6, 1904, passed an act 
(No, 1034) authorizing an issue for the purpose of $7,237,000 
bonds and on the terms and conditions imposed by the act of Con- 
gress. Only $7,000,000 bonds Were offered for sale as it was be- 
lieved, as proved to be the case, that the premium to be secured 
wonid provide for the additional amount of money required- 
Section 4 of this act of the CamrnJSHion makes the following 
specific provision for a Sinking Fund. 

Sinking Fund 

"In the event of the lease, sale, or other disposition, by the 

Government of the Philippine Islands, of any part or all of said 
lands contracted to be purchased, as above set forth, all moneys re- 
ceived from such leasing, selling, or other disposition shall consti- 
tute a trust fund to secure the payment of the principal and interest 
of said bonds and shall also constitute a sinking fund for the pay- 
ment of said bonds at tieir maturity and shall be devoted to no 
other purpose. When and as rents are collected from any land so 
leased and when and as the proceeds of sale or other disposition of 
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ftiif of Mid lands, irhen sold or diapOBod of, &ro retwived bj; ttie 
Uovemment of ttae Plulipiiiiie lalanda, the Btune sball be depooitetl 
in the Treasurj of the Philippine lalands and shall be there heid 
sa a separate trust fond and shall bo invested and reiavested aa a 
sinking rand for the payment of the prineipai and int«rest □£ said 
bonds as the; mature, in such manner as the Philippine iJommis- 
Bion shall provide." 

1 dated April 26, 1904 

Hection 23. All monejB derived b; the Chief of tiie Bureau of 
Public Lands from the leasing oi sale of said lands, ot from in- 
terest on deferred payments thereon, shall bj him be promptly 
deposited in the Insular Treasury. ISneh iponeys shall be by tba 

Treasurer held separate and apart from general insular funds aad 
shall constitute a trust fund for the payment of the principal and 
interest of the seven million two bundled and thirty-seven thou- 
sand doiiara of bonds, issued and sold by the Secretary of War in 
the name and on belialf of the Uovernment ot the Phiiippiae 
Islands for the purpose of raising money to pay the purchase puce 
Of said lands as provided in Act Numbered Ten hundred and tlurt^- 
I'oui, entitled "An Act providing for the issue of bonds of the 
tiovernment of the Philippine Islands to the amount of seven mil- 
lion two hundred and thirty-seven thousand dollars, gold coin o± 
the United States of the present standard value, for the purpose of 
acquiring funds for the payment of the purchase price of certain 
large tracts of land in the Philippine latandB, commonly known as 
the i<'rlar lands, pursuant to the provisions of sections sixty-three, 
sixty-four, and sixty-live of the Act of Congress entitled 'An Act 
temporarily to provide for the administration of the affairs of civil 
government in the Philippine Islands, and for other purposes,' 
approved July Urat, nineteen hundred and two." I:3aid money shall 
also constitute a sinking fund for the payment of said bonds at 
maturity and may be invested and reinvested in safe interest- 
bearing bonds or other securities, which shall likewise be held by 
the Treasurer as a part of such sinking fund, and all interest, divi- 
dends, or profits derived from said bonds or other securities thus 
purchased shall likewise be a part of such sinking fund and may in 
turn be invested and reinvested in bonds or other securities. All 
purchases of bonds or other securitiea by the Treasurer shall be 
subject to the approval of the Secretary of Finance and Jnstiee. 

For modifications of the above see Section 6 of the Act of the 
Pl^lipidne Legislature (No. 1654) dated May 20, 1909, printed on 
a subsequent page. 
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On December 31, 1814, ttie Auditor of the Philippina lalandB 
reported the total assets in this sinMiig fund to be »1,927,9S0. 
Ibis fund was then invested as follows: 

Philippine Eoilway bonds (par »702,000) $646,660 

Public Works bonds (par) 40,000 

Uanila Hotel bonds (par) 460,000 

Provincial and municipal loans 814,360 

Accrued interest 26,180 

Cash overdraft iSMO 



;M27,980 



This issue of bonds was offered for subscription in a oirenlar 
dated at Wa^ungton December 30, 1903. The opening elanse of 
this cireular reads as fotlons: 

' ' Bj direction of the Secretary of War, and the authority of 
the GoTornment of the Philippine Islands, the Bureau of Insular 
Affairs of the War Departmeflt invites bids for $7,000,000 of the 
Iiand Purchase Bonds of the Government of the Philippine Is- 

Tt is stated that: 

"The bonds will be registered and transferable at the office 
of the Eegister of the Treasury at Washington, D. C." 

"These bonds are exempt from payment of all taxes or duties 
of the Government of the Philippine Islands, or any local authority 
therein or of the Government of the United States, as well as from 
taxation in any form by or nnder any State, Municipal or local 
authority in the United States or in tiie Philippine Islands." 

"Subscriptions will be payable " • • at the Sub-Treasury 
in New York City • • • and delivery of bonds wiD be made at 
said Sub -Treasury. " 

"The Secretary of the Treasury authorizes the statement that 
the Philippine Land Purchase Bonds will be accepted at par as 
Becuri^ for deposits of public moneys, should further deposits be 

' ' The legality of the issue has been passed upon by the Attor- 
ney General of the United States, and the form of bonds as drafted 
bas been approved by the Secretary of tho Treasury and the 
Attorney General." 
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The opinion of the Attorney General is contained in two let- 
ters addressed lespectively to the Secretai; of War and to tbe 
Secretary of the Tieasury. The more important portions of these 
tetters read as follows: 

Department of Justice, 
Washington, D. C, December 26, 1903, 
' ' The Secretary of War. 

"i^r: In joar letter of December 24 you cite Sections 63, 64 
and 65 of the Philippine civil gorernment act of July 1, 1902, Bid 
state that under that legislation the Philippine government has 
agreed to purchase certain large parcels of land onued by reUgionB 
orders or other assoeiationB, and, for the purpose of providing funds 
tfl acquire such lands, is about to borrow money and to issue ^7^00,- 
000 of registered i% bonds redeemable at the pleasure of stud gOT- 
ernment after ten years from the date of issue, and payable thirty 
years from said date. You enclose a draft of the proposed bond, 
and re<)uest an opinion upon the legality of the issue and Of the 
form of bond. • ■ • 

" It is further to be observed that the law explicitly restricts 
the application of the proceeds of the loan to the purpose of the 
acquisition of the property authorized, and creates a trust and 
sinking fund for the payment of the principal and interest of the 
bonds. As with government and municipal loans in general, simi- 
larly authorized and conditioned, the reliance of purchasers of the 
bonds for protection and security is upon the statutory grant of 
authority and upon the credit and responsibility of the govern- 
mental obligor supported by its property and assets. 

' ' In this case the lands to be acquired will constitute by eipreee 
enactment a portion of the pnblic property of the Philippine gov- 
ernment, and all moneys realized from disposition of the lands wilt 
form a sinking fund for the bonds. 

' ' The pledge of the faith and credit of the Philippine govern- 
ment, covering the due application of the proceeds of the loan and 
the maintenaace of the alnUng fund, proceeds, then under author- 
ity explicitly conferred by the national power; and while in the 
strict and legal sense the faith of the United States is not pledged 
as a guarantee for the payment of the loan, or for the due nse of 
the proceeds or the observance of the sinking fund requirementfl, 
the entire transaction is to be negotiated under tbe auspices of the 
United States and by its recognition and aid." ■ • • 

"I have the honor thus to surest, outside yonr precise query, 
that I see no reason for any legal doubt of the adequacy or extent 
of the protection and security given to the purchasers of the bondi; 
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and on the whole case, and ui response to your particular inquiry, 
X have the honoT to say that I am clear in the opinion that the 
issue of bonds and the form of bond proposed are in strict con- 
formity with the statute and are legal in all respects." 



r 31, 1903. 

' ' The Secretary of the Treasury. 

' ' Sir : By your letter of December 29 you inquire whether 
t^bere is any legal objection to the Treasurer of the United States 
receiving tiie principal and interest of the Phllippiae Land Pur- 
chase bonds from the Philippine government and distributing the 
same to the holders of the securities, as provided for in the draft 
of the bond proposed. You also inquire whether there is any legal 
objection to the Eegiater of the Treasury of the United States 
registering and recording said bonds. • • • 

"The loan is issued by the authority of the United States for 
a purpose of great consequence to tie Philippine Islands and to 
the United States as well, in its sovereign and governmental con- 
nection with the islands (Sees. 63, 64, 65 of the Philippine Civil 
Government Act of July 1, 1902; 32 Stat. 691). Although the 
loan is not legally guaranteed by the United States, the issue is 
obvionsly made over its faith and credit and by its aid and recog- 
nition. The bonds are offered to the public under the auspices of 
the United States^' by direction of the Secretary of War and the 
authority of the government of the Philippine Islands,' founded 
upon the act of Congress. 

'"It is pertinent to observe that all the laws of the Philippine 
Commission are enacted, in conformity with the first section of the 
act of Congress just cited 'by authority of the United States'; 
and it seems that when an agent or representative of the Philip- 
pine government in this country is appointed, the Philippine enact- 
ment also proceeds ' with the consent of the Secretary of War first 
had.' (Public Laws and Resolutions passed by the United States 
Philippine Commission, 1901, passim; id., p. 273, in re 'Disburs- 
ing Agent.') This clause c^s up the function and powers of the 
Secretary of War relative to the government of the Philippines, 
which rest upon the instructions of President McKinley to the 
Philippine Commission of April T, 1900, directing the Commission 
to report to the Secretary of War, and that their action be subject 
to his approval and control. This direction was recognized and 
confirmed in the first section of tho act of July 1, 1902, supra. 
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"Purthermore, Congress has already established relatioiis be- 
tween the Tresaurj of &e United States and tlie Tieaanry of Qie 
Philippine Islands regarding the deposit and transfer of public 
moneja (act of March 8, 1902; 32 Stat., 54); and the bonds in 
question are to be issaed bj officers of the United States in execu- 
tion of a specific act of Congress (supra). It appears also from 
tbe announcement circular of the Bureau of InsuUr AfFairs of the 
War Department, inviting (fcbscriptions to the bonds, from whieli 
I have already quoted the clause impressing the sanction and au- 
thority of the SJecretary of War upon the call for bids and the 
entire negotiation, that by your direction the Treasury Department, 
under certain conditions, will accept the bonds as security for de- 
posits of pubUe money and in substitution for Oovernment bonds 
now held as such security. 

' ' It appears further that the instructions f roni the Secretary of 
War to the civil government of the Philippines, dated May 9, 1903, 
authorizing the latter to negotiate for and determine upon a sale 
of the lands of the religious orders in the Philippines, was trans- 
mitted to the Philippine Committee of the Senate June 6, 1902 
(Bttiate Doc, No. 331, pt. 3, 57th Congress, 1st sess., p. 2924). 
And it appears that the report of the House Committee on Insular 
Affalrs dated April 10, 1902, which recommended the passage of 
the Philippine Kvil Government bill (now the act of July 1, 1902, 
supra), seta out the ' Priars ' lands ' question with Governor 
Taft's testimony before the committee. (H. B. Report, No. 1S40, 
67th Cong., Ist sess., p. 4; see also report No. 2496, 57th Cong., Ist 
sess p. 19.) 

"The report of the Senate Philippine Comunittec of March 31, 
1902 (Senate Report No. 915, 57th Cong., 1st bcbb., p. 2), empha- 
sizes the necessity of providing for the purchase of those lands 
under the provisions of Sections 63-S5 of the law as finally adopted. 

' ' Thus it appears that Congress passed the law with full knowl- 
edge of all the elements and necessities of the situation. 

"These facts, with similar facts and the statutes and laws 
cited, as well aa others (of coinage Sections 7B-63, act of July 1, 
1902), show the close relation of tiic United States, its officers ajid 
instrumentalities, to this purchase of lands and issue of bonds, and 
to the financial situation in general in the Philippine Islands. The 
interest and credit of the United States are deeply and essentially 
concerned in these matters." • • • 

"But, however, you may determine to proceed upon the col- 
lateral matters and subsidiary aspects of the case referred to — in 
response to your particular inquiry, which is the main and OS- 
sential one, I have the honor to advise you, upon full considera- 
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tioD, that if the TrsKsnreT of the United States and the Register 
of tbe Treasnrj are willing to andertake the respective HerrieeB pro- 
posed on behalf of the Philippine government, and if you consent 
and approve, I am aware of no legal objection to carrying out the 
arrangement without BpedSc authority of law," 

Price Received 

In pnnraanee of the authority granted by Acta of the United 
States Congrees and the Philippine Commiseion, the terms of the 
circular and the opinion of tlie Attorney General of the United 
States, as quoted above, this issue of bonds was offered for public 
subscription on January 11, 1904. The bonds were awarded to a 
syndicate composed of Harvey Pisk & Sons, the National City 
Bank and Pisk & Robinson at 107.577 and interest. They were 
offered to the pablic by the syndicate at 111 and interest. 

2 Public Works and Improvement Bonds. Act of United 
States Congress, Pebruary 6, 1905 (38 Statutes, 689-690; Ohsp- 
ter 453). Section 2 of this act and the enacting clause provide 
as follows: 

Purpose of Issne 
Section 2. That for the purpose of providing funds to con- 
struct port and harbor works, bridges, roads, buildings for provin- 
cial and municipal schools, court-houses, penal institutions, and 
other public improvements for the development of the Philippine 
Islands by the genera] government thereof, the said government is 
autliorized from time to time to incur indebtedness, borrow money, 
ajid to issue and sell therefor (ati not less than par value in gold 
coin of the United States) registered or coupon bonds of such 
denominations and payable at such time or times, not later than 
forty years after the date of the approval of this Act, aa may be 
determined by said government, with interest thereon not to eiceed 
four and one-half per centum per annum ; Provided, That the en- 
tire indebtedness oi said government created by the authority con- 
ferred by this section shall not exceed at any one time the sum of 
five milUon dollars; And provided further. That the law of 
said government creating the indebtedness and authorizing the 
issue of tie bonds under this section shall be approved by the 
President of the United States. • • • 

Exemption from Taxation 
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aembled. That all bonds issued by the Government of the Phillp- 
pme Islands, or b; its anthorttj, shall be exempt fram taxation by 
the Govemment of the United States, or by the governinent of tlie 
Philippine Islands or of any political or municipal snbdiTiaion 
thareor, or by any State, or by any county, municipality, or otlier 
municipal aubdivision of any State or Territory of the United 
States, or by the District of Columbia. 

By acts of the Philippine Commission and Legislature, boiida 
were authorized to be issued under the torms of the above act of 
Congress as follows : : 

Philippine Commission No, 1301, Feb. 30, lfl05 $2,500,000 

Philippine Commiasion No. 1444, Jan. 24, 1906 1,000,000 

Philippine Legislature No. 19G4, May 20, 1909 1,500,000 

$5,000,000 



CommissioD, September 27, 1907 (No. 

Section 1. There is hereby appropriated, out of any funds in 
the Insular Treasury not otherwise appropriated, the sum of four 
huDdred and four thouaanct two hundred and four pesos and tMr- 
teen centavos as and for a sinhing fund for the payment of the 
bonds isBued under the provisions of Acts Numbered Thirteen hun- 
dred and one and Fourteen hundred and forty-four; there is also 
hereby appropriated for said sinking fund, out of any funds in tbi; 
Insular Treasury not otherwise appropriated, the sum of twenty 
thousand four hundred and six pesos and ninety-two centavos for 
each one million pesos of bonds issued in accordance with said 
Acts, such appropriation to bo a continuing annual appropriation 
to be effective hereafter upon each anniversary of date of issue 
until the fund hereby created shall be sufficient to pay all of saiii 
bonds. Said sums so appropriated and the interest thereon shall 
be available for investment by the Insular Treaaurer, with the ap- 
proval of the Govern or- General, by deposit at interest with quaU- 
fied depositaries of Govemment moneys, and for loans, for periods 
not exceeding Bve years in any instance, to provincial and muni- 
cipal governments for the construction of public works of a per- 
manent character, and for investment in such loans 
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as are authorized for the Postal Savings Bank bj eilstiiig laws: 
Provided, That the rates of interest on all loans made by aathor- 
it7 of thi£ section shall be fixed by the Qovernoi-Oeueral: And 
provided further. That no loana shaU be made from this fund for 
such period that the same will eitend beyond the period for the 
redemption of the bonds for which this sinking fund is created. 



1, May 20, IBM (No. 1&S4), 

Commencing with the fiscal year ending Jnne thirdeth, nine- 
teen hundred and eleven, and each sncceeding year thereafter until 
said bonds shall have been paid, there is hereby made a, eontinning 
annua] appropriation, autborizad to be paid out of any funds 
in the Insular Treasury, not otherwise appropriated, of nineteen 
thonsand four hundred dollars, gold coin of tiie United States of 
tlie present standard value, for each one million dollars, and pro- 
portionally for each fraction thereof, of bonds issued in accord- 
ance with this Act. Said sum so appropriated and the interest 
thereon shall be invested by the Insular Treasurer in such manner 
as may be approved by the Governor-General, and shall constitute 
a ainlung fund for the payment of said bonds: Provided, however. 
That whenever in the judgment of the Governor -General the public 
interests so require be may by order suspend for a term of not te 
exceed three years all accretions to said sinking fund and the ap- 
propriations hereby made therefor; And provided further. That 
whenever in the judgment of the Governor -General the public in- 
terests so require he may by order suspend for a term of three 
years all accretions to the sinking funds heretofore created for the 
retirement of the bonds issued by virtue of Acts Numbered Thir- 
teen hundred and one. Fourteen hundred and forty-four, or One 
thou&and and thirty-fonr, eicept, however, that snoh order shall 
not suspend accretions to the sinking fund for the retbement of the 
bonds issued under said last mentioned Act as are required to be 
made by section twenty-three of Act Numbered Eleven hundred and 
twenty or by any Act of the Congress of the United States of 
America. • • • 

Act No. 2425 repeals the first sentence of Section 1 of Act 
No. 1729 and all other acts in conflict with this act and requires 
this fund to be adjusted annually so that the amount thereof on 
each anniversary of the issue of the bands shall equal an anniiitv 
of Pesos 19^71.33 for each Pesos 1,000,000 of bonds outstanding 
together with interest at the rate of 3^ per cent, per annum 
counting from the date of issue of stud bonds. 
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FoQawing' is k atatsmeiit of the rtatiia of QieMi ■twfcing fund 
inrestmeiita u of Deeember 31, 1914, ma pnblidied in tlia B^Mrt 
of the Auditor for the PliDippiiie Iidandi: 

PUUpidiM Bkihnr bondi (par $250,000) tSS8,S0O 

PrUr l^ndm bond* (par «205,O0D) 20S,000 

Public Works bonda (pu *13S,000} 138,000 

Pravioeial and mnnidpttl lovia tSSfiSS 

Aeemed interest ... - 8,1S8 

C»h 10,52« 

Tot^ tassju* 

Poblie Oltvimga 

The Pnblie Woika and Inq>rOTanient Bonds were offered aa 
foUowB. AU offerinfn were made "bj direction of the Secretary 
of War and the anthority of the GoTemment of the Philippine 
Islands." 

Tbe same statements were made as in the case of the Land 
Purchase bonds tliat the bonds are issned with the approT&l of 
the President, that the legality of the issne baa been passed npon 
by tbe Attorney General of the United States, that interest will be 
paid and transfers of the bonds made through the United States 
Treasnry Department: 

Date Amotint Porchaser Priea Price 

March 10, 1905 $2,500,000 Mercantile Troat Co. 109.00 111 

St. Lonis 
Feb. IS, 190d 1,000,000 Biggs National Bank 108.3747 

Washington 
Aug. 1T,1&0» 1,500,000" NatT City Bk. N. Y. 100.28 
Mercantile Tmst Co. 
St. Looia 

e sold (100,000 at 100.51, »3,000 

3 Manila Bailboad Purchase BoKDs. Act of Umted States 
Congress, August 20, 1S16; Act of Philippine Legislaturey Feb- 
ruary 4, 1916 (No. 2815). 
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tStonotf 11. * * * "where necasBSir to anticipate tazet and 
revenau, bonds and other obligatioiis maj be ieaned by the Philip- 
pine government or anj proTincial or mnnieipal goremment tbereia, 
as may be provided hy law and to protect Uie public credit: Pro- 
vided, however. That the entire indebtedness of the Philippine (fov- 
emmont created by the mnthoritr conferred herein ihall rot exceed 
Ht any one time the som of felS,ODO,DOO, exelnBive of thone obliffa- 
tlona known as Friar land bonds, nor that of any province or 
mi]iiielT)a]itr a itim in exeem of ieven per centum of the aggregate 
tax valnation of its property at any one time." 

Pnrpoee of Issue 

These bonds were Issned to provide the fnndi for the pnr- 
ehaae of the Manila Bojlroad. which hae a trackatre of apDrozl- 
mateiy 6S0 miles. It is the onlv railroad nn the Island of Luzon 
and extends in three directions from the City of Manila. It Is a 
development of the old Manila-Da^pan Bailroad and is s^d by 
tlie Inanlnr Bureao officials to be oapable of development into an 
important system. 

The Philippine Ghivernment becomes the owner of the t4,000,- 
OOD capital stock. In regard to the bonded debt of the r^lroad 
company see statement on a aubsequent page. 



These bonds were offered by the United States War Depart- 
ment — Bureau of InsulaT Affairs — in a drcuiar dated Septetnber 
12, 1918. 

They are stated to be exempt from all taxation nnder the 
terms of the act of Congress approved Febraary 6, 1905. (See 
note 2.) It is stated that they will be accepted as security for 
deposits of public moneys and for deposits of postal savings 
fnnds, also that the bonds will be accepted at par by the Philip- 
pine Government as security for deposits of the funds of that 
government. 

The bonds were awarded on October 4, 1916, to the National 
Gty Company, New York, at 101.76, to be paid for October 10. 
Interest to begin December 1. The price, therefore, was equiva- 
lent to 101.0132 and accrued interest. 

4 CiTT OF Manila. Sewer and Waterworks Bonds. Act 
of Congress July 1, 1902 (32 SUtutes, 6S1; Chapter 869). 8w- 
tioni to, 71, 72, 7». 
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Act of niiUppiue Commissioii (No. 1323), AprU 14, 1905. 

The Aet of TTnited States Congresa providea aa follows: 

Parpoae of lasne 

"For the purpose of proriding funds to constmet sewers in 
the a^ of Haniltt and to fumiah it with Eut adeqnato aewer and 
drainage sjBtem and suppl/ of water, the QoTenunent of the Phllip- 
pine IslandB with the approval of the Preaident of the United 
States first had," is authorized to permit the City of Ifanila to 
iBBue and sell 94,000,000 bonda. 

Exemption from Taxation 
Such bonda are to be exempt from the pajment of all taxes 
or dutiea of the Qovenmient of the lalands, or of any local antbOT- 

itj therein, or of the United States Government. 

Snbsequentlf nnder the terms of an Act of Confess apprOTed 
February 6, 1905, they were also made exempt from taxation In II19 
United States bj BJiy State, or by any county, monielpali^ or 
other municipal anbdivision of any State or Territory, or bj* the 
District of Cotnmbia. 

Sinking Fnnd 

Sectton 73 Aet TT. S. Congresa of Jnly 1, 1B02, provides: 

"That the Qovemment of the Philippine Islands ahall, by the 
levy and collection of taiea on the City of Manila, ita inhabitants 
and their property, or by other means, make adequate provision to 
meet the obligation of said bonda and shall create a ainking fund 
aufficient to retire them and pay the interest thereon in accordance 
with the terms of iaaue: Provided, That if said bonda or any por- 
tion thereof shall be paid out of the funda of the government of 
said islands, said city shall reimburse said government for the sum 
thus p^d, and said government ia hereby empowered to collect said 
snm by the levy and collection of taxes on said city." 

The Act of the Philippine Commission containa the same gen- 
eral provisions as the Act of Congress. There ia alao the following 
apecial proviaion for a ainking fund: 

Section 6 (No. 1323), April 14, 1905. 

"There is hereby appropriated, out of any funds in tlie Tnsn- 
lar Treasury not otherwise appropriated, for public works and 
permanent improvements of the City of Manila, nineteen thonaand 
three hundred and aeventy dollars, money of the United States, 
each year, until aaid bonda are paid, for each one million doHara 
of bonds Isaaed In accordanco with this act, sneh appropriations to 
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bo deemed permanent annual appropriations and to eontinne until 
s^d Ijonds are paid. Said Hums eo appropriated and the interest 
thereon shal] be invested bj the Insular Treasurer in such manner 
as the Monic^ctl Board, with ike consent of the Secretary of 
PinaDce and Justice, shall direct, and shall constitute a sinking 
fund for the payment of said bonds." 

On December 31, 1914, according to the report of the Auditor 
for the Philippine Islands, the sinking fund was invested as fol- 

Bewer and Waterworks bonds (par) $260,000 

Public Works bonds (par) 50,000 

Philippine Islands Bank stock (par «6,200) 7,750 

Provincial and Mnnicipal loans 310,952 

Accrued interest 3,922 

CMh 22,444 

Total t655,068 



Public Offerings 

The circulars under which these bonds were issued refer to 
the sinking fund provisiooB. They state that the legality of these 
bonds is approved by the Attamey General of tiie United States. 

They also contain all of the general provisions quoted above 
in the ca^e of the Land Purchase Bonds to the effect ^at the 
bonds are issued, registered and transferred and interest and prin- 
cipal are payable through the United States Treasury as agent for 
the Government of the Philippine iHlands; also, that they are re- 
ceivable. from National Banks as security for public moneys. 

The statement is made that the City of Manila is without 
other bonded indebtedness, also that its "form of municipal gov- 
ernment is modeled after that of Washington, D. 0,, and the 
Philippine Government contributes 30% of the annual espendi- 

Dat« of Issue Amount Purchaser Price Price 

May 25, 1905 $1,000,000 1st Nat. Bank 109.5625 110% 

Columbus, O. 
Dec. 19, 1906 2,000,000 Wm. A. Bead ft Co. "103.777 108% 

New York 
May 10, 1909 1,000,000 Mercantile Trust Co. 102.28 103^ 
St. Louis, Uo. 
•$15,000 sold at 109.10 
30,000 «old at 109 



Dgitiz^dbv Google 



70 HABVBT PIBK 4 SONS 

5 OiTT or Cebu. Act of United Statei OongresB, Jvlj 1, 
1902 (32 StatntoB, 691; duiptor 369). SectionB 66 to 69, inoIuslTe, 
act of PMUppine Legislature, December 27, 1910 (No. 2009). The 
pTovisioiii kre of the ume general ohATftcteT ai are those under 
wbieb the bonda of Manila were iMued. Imued to provide for 
Benera, diaimge, water and primarj public Bchool boilings. 

Sinking Fund 

The Act of the Philippine LegiBlatnre provides for a sinking 
fund to be paid out of auj funds in the lusalar TT0asar7 not 
otherwise appropriated of $1,937 for each flOO,000 bonds out- 
standing and at that r«te for a iess amount of bonds. This enm, 
with the interest thereon, is to be invested annually as the Gov- 
ernor- General may approve. 

This sinking fund on December 31, 1914, amounted to SI,- 
842.50, cash in Philippine Treasury. 

Public Ofiering 
Offered June 30, 1911. Sold at 102.033. 

BONDS GUABANTBBD BY THE PHILIPPINE 
GOTEBNUENT 

HjlKUjA Bailkoad Co. First Mortgage, Southern Lines; 
authorized «30,000,000 ; amrunt outstanding, $10,575,000 ; in- 
terest 4%, payable 4th day of May and November. 

Fanners Loan & Trust Co., New York, Trustee. 

Denominations— Coupon $1,000; Begistered $1,000, $S,000, 
$10,000,925,000; interchangeable. 

Payable — May 1, 1939. Principal and interest payable in 
United States gold coin, coupon bonds payable also in London at 
$4.86 per pound sterling; in Frankfort- on-Miun or Berlin at 
rate of marks 4.20 per dollar; in Amsterdam in florins at ^-^ per 
dollar; in France, Belgium or Switzerland In francs at 5.16 per 

Privilege of Extension — In connection with the acquisition 
of the stodi of this company by the Philippine Government the 
holders of these bonds are to be given the right to extend the 
date of payment to May 1, 19SS. 

Bedeemable — As a wbolB on 3 months' notice, or by drawings 
for sinking fund at 110 and interest. 

Sinking Fund — The mortgage provides for an annual sinking 
fund of H% of bonds ouUtandiug from May 1, 1919. to 1B28 and 
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2% of bonda outataadiug iiay 1, 1929, to maturity, tiiuking fund 
may be inTesled in bonds ii: obtaiuatiie below ilO and iiitareBt. 
However, under the lerniB at sale ol tbe stock of tuiB eompaiiy 
to the i:'lulippine liovermneut [,Bee belowj tbe Eailroad (Jompaa; 
agrees to eataijlish a ainlcing lund tiom funds to be deposited 
wj^tb tbe Inyiiar Treasurer 07 tbe iiailroad Uorapouy on May 
1, 1B17 and on Ma; 1 of eacb succeeding year at 6UU,UUU pesos 
l.;f^&U,OOU) for tbree instaiments and tbereafter in instalments 
large enougb to enable the iiailroad (Jompany to pay ott tbe bonds 
issued and to ba issued by 1U3U. If, by consent of tbe boldeis 
the date of payment of tbe bonds is extended to 195U, then tbe 
Bin king fund instalments are to be graduated accordingly. 

Tbe Fbilippine Ooveniment agrees by a continuing annual 
^propriation 01 m such otber legal msJiner as may be agreed 
upon to loan tha company at *% interest an amount suUicient to 
iiiHi"twi" the sinking fund at the required Hguie. Such advances 
become a lien on tbe property directly following the lien of tbe 
4^ bonds. 

Ollered in 1910 by Speyei & Co.— $2,000,000 at 80 and inter- 
est. The balance of the bonds issued is owned by tbe Manila 
Railway Co. (190S) Ud., an Bnglisb Corporation wbich has agreed 
to extend the d&te of payment tbereof to May 1, 1QS9, 

The bonds are accepted from National Banks as security for 
publie deposits by tbe United 8tat«B Treasury Department at 90^ 
of their market value, not to exceed 90^ of par value. 

Tbe M ft nii ft Bajlroad Company was incorporated June 0, 
1909, under tbe laws of New Jersey, and took tbe place oi an old 
English Company which held concessions from tbe Spanish Qov- 
emment. The company holds concessionary grants from tbe Philip- 
pine Uovemment for tbe operation of railroads in Luzon, the larg- 
est of the Fbilippine Islands. 

The lines are narrow gauge, 3 feet 6 incbeSj and divided into 
two dtTisions, one lying north of Manila and one soutb with a com- 
mon terminal at Manila. They are designated, respectively, as 
"Northern Lines" and "SouUiern Lines." Under the concessions 
the two systems are reqnired to be kept separate and distinct and 
are to be constructed, maintained and operated and their books and 
accounts kept as if owned by separate and independent companies. 
Ihe concessions are perpetual. The mileage is as follows: 

Northern Lines — Authorized 350 miles, constructed December 
31, 1915, 315.38 milea. 

Southern Lines — Authorized 470 miles, constrocted Becember 
31, 1915, 309JS9 miles. 
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The bonds liatod above are secuied b; an abaolnte flnt mort- 
gage lien span the "Southern Lines." 

Subordinated to tbeae bonds there are two issues of bonds tor 
$4,330,000 at 6% and $7,716,000 at 7% which are secured hj a 
second and third mortgage lien respectivelj on the Southern lines 
and by a first and second mortgage lieu respectively upon the 
Northern Lines. These two issaea of bonds are owned by the 
Manila SailwiL;^ Company (1B06] Ltd., which has agreed to ac- 
cept in lieu thereof G% 40-year booda similarly secured either in 
one series or in two series as may be agreed upon. 

The capital stock outstanding, (3,6fi2,800 Ifo Cumulative Pre- 
ferred and 42,130,700 Common, has nntU recently been owned by 
tbe English Company. On February i, 1916, the Philippine As- 
sembly passed a bill authorizing the PhUippine Government to buy 
this stock for $4,000,000. 

It is stated that the Philippine Qorermnent has advanced 
$3,000,000 toward the construction of the road and that on account 
of the inability of the English Company, because of .the war, to 
secure funds to complete construction work it has become neces- 
sary for tlie Qovermnent to pnichase the rulroad to protect its 
investment. 

The net advances by the Philippine Government on account of 
the guarantee of interest had amounted up to May 1, 1916, to only 
$21,430. 

Philippine Bailwat Co. First mortgage. Authorized $15.- 
000,000; amount outstanding, $6,551,000; intereet 4%, payable 4th 
day of January and July; dated, 1907; payable July 1, 1937. 

Bankers Trust Company, New York, Trustee and Fiscal Agent. 

Principal and interest payable in New York in U. B, gold 
coin, in London at $4.S6 per pound and Amsterdam at florins 2.49. 

Denominations — Coupon, $1,000; Begistered, $1,000 and 
$10,000. 

Sinking fund — H% of bonds outstanding July 1, 1911, to 
July 1, 1920, and 1% from July 1, 1921, to maturity. If bonds 
can not be purchased for sinking fund below 110 and interest, 
they may be drawn by lot at that price. 

Offered September 1B07, by William Salomon ft Co., New 
York, at 95 and interest, $4,000,000 offered November, 1908, at 95 
and interest, by William Salomon & Co., New York, Glyn, Mills, 
Currie & Co., London, Hope & Co., Amsterdam, and Bureau of In- 
sular Affairs, U, S. War Department, Washington, B. C. 

The bonds are aocepted from National Banks by the United 
States Treasury Department as security for public deposits. 
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Tha Philippine Bailway Companj wu incorpoTHted Mkreli 
5, 1906, under the laws of the 8tat« of Comiecticut to operate under 
a coneeBuon granted Joljr 13, 1906, by the Philippine OoTemment 
to build lines of railroad m foUowe: 

Island of Pansj, 100 miles; Island of Negios, 100 mUes; 
Island, of Cebu, OS milea, total 205 miles. The coustruction of 3S 
milas in the Island of Cebu is optional with the companj, which 
has the right to build on additional 26 mUee of railroad on each 
of the islands. On December 31, 1915, the company had in opera- 
tion 131.44 miles. The gauge is 3 feet 6 inches. Operations to 
date have resulted in heavy deficilii. 

Onaxantee 

The interest alone ia guarsnt«ed opon these bonds. The ad- 
vances by the Qovemment on this ac^tount up to December 31, 
1915, aggregated (1,972^50. 

AOT 07 CoNOKESs AUTHOBizraa THE Cokstbuction or Bail- 

BOADS IN TSX PbILIPPINK Isi^HDS and tee QUAKANIT OT THri 

Intxkbbt Teekeon bt the Philipfine Ooveenment. 

Acts of U. 8. CongresB, February 6, 1905 (38 SUtutes OSB, 
690, Chapter 453) Section 4. 

That for the purpose of aiding in the construction, equipment, 
operation, and maintenance of such railroads, using steam, electric- 
ity, or other power, in the Philippine Islands as the Philippine 
government may hereafter epecificaUy authorize, the said govern- 
ment is empowered to enter into a contract of gusjanty with any 
raUroad company organized pnrsuant to the laws of said govern- 
ment or of the United States or any State thereof undertaking to 
construct, equip, operate, and maintain any such railroad, whereby 
the said government ehaU guarantee interest, at not exceeding four 
per centum per niiTiiiin upon first lien bonds to be issued by such 
company, properly secured by mortgage or deed of trust upon the 
said raUroad, its equipment, franchises, and other property, real, 
personal, and mixed, then owned and thereafter to be acquired. 

Such eontract of guaranty shall be signed on behalf of said 
government by the governor-general thereof, and on behalf of the 
railroad company undertaking the construction, equipment, main- 
tenance, and operation of said railroad by the (iief officer thereof, 
thereunto duly authorized by the stockholders and direetors of the 
same, and shall contain, among others, the following provisions : 

First. That the total amount of bonds the interest upon which 
is to be guaranteed shall in no event exceed tiie amount actual^ 
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invMtod in caab in the conBtructiou and equipment af Buoh lulroiul, 
to be determiaed as tiereiimtter provided. 

Uecond. That no debt except aa above provided iball b« in- 
ernred b; tbe said undertaJdng railioad company, its suce««aon oi 
naaigOB, by which a lien shall b4 crsated upon such railroad, it* 
equipment oi other ptopertj, prior to the lien ot said government 
to Beeure the repayment ot the interest paid bj it under aaid 
gu&rantj without the conaant □£ the Uongrees. 

Third. That the said railroad ahall be constructed and 
equipped withiu the tune limited in the first inetanw bf the Philip- 
pine government, or Aaj eiteasion of said time granted bj said 
government £or good eause shown. 

fourth. That after the construction and equ^nnent of said 
railroad in accordance with the foregoing pronsione and all others 
of the contract of guaranty, the raiiraad shall apply its gross earn- 
ings as follows ; Ji'irst, to the necsssarj operating expenses, in< 
eluding reasonable ezpensee of the corporation; second, to the 
necessary and ordinary repairs of said rtutroad and its equipment; 
third, to such betterments and extiaoTdinar/ repairs of said rail- 
road or equipment as ma; be first by the governor-general of the 
islands, in writing, expressly consented to; fourth, to the payment 
of the interest on the bonds, the interest on which to any extent 
shall have been guaranteed by the Philippine government undor 
this section. 

The contract of guaranty shall be in substance indorsed upon 
said bonds and signed ny the treasurer of said government, and 
the said contract of guaranty shall not be executed except upon 
satisfactory proof of the completion of the railroad in sections of 
not leas than twenty continuous miles each, and in such proportion, 
to be fixed from time to time by said government, as the actual 
capital invested in completed road and acquired equipment shall 
bear to the capital required for the completion and equipment of 
the entire road, to be determined by the said government 

All payments made under any such guaranty shall be from the 
time the same are paid a lien upon said railroad and its property 
then owned and thereafter to be acquired subject only to the 
lien of the mortgage or deed of trust eiecut»d to secure the 
bonds, the interest upon which shall have been so guaranteed, auti 
the total sum paid under such guaranty shall at the expiration 
thereof be payable to said Philippine government upon demand, 
and in default of such payment tiie said lien shall be immediatety 
forecloseable. 

Provided, That in no event shall the total annual contlngeDt 
liability of said govemment under the gnarantoea anthoriud bf 
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thig section &t any time exceed the sum of one inillioii two Imndied 
tbonsand dollars, and no Guch guaranty shall continue for a longer 
period than thirtj fe&rs. 

For the further security of the Philippine goTerninent said 
govenunent shall declare the proper rules for ascertaining clearly 
the cash capital actually invested in said railroads and the net in- 
come actually received on said capital ao invested, and shall provide 
for fluperviaiou by said Philippine government, through the audit- 
ing, engineering and railroad bureaus thereof and by such other 
agencies as may be fixed by law, of the conduct of the finances of 
the road, and of its location, construction, operation, and main- 
tenance. 

The Philippine government shall appoint two members of the 
board of directera of any undertaking company the interest on 
whose bonds shall be guaranteed as provided in Uiis section. 

Bach such railroad company shall make audi reporta from time 
to time as to ita receipta and expenditures, in such form and anb' 
Stance and sworn to by auch officials, as may be prescribed by the 
Philippine government. 

The supreme court of the Philippine Islands shall have original. 
and exclusive jurisdiction in all actions, proceedings or suite at 
law or in equity brought by the Philippine government against any 
person or corporation involving the construction of this section or 
any right existing under, duty enjoined or act prohibited by said 
section or any contract made in pursuance thereof; and jurisdic- 
tion is hereby vested in the supreme court to make such order, to 
enter such judgment or decree and to take auch proceedings in en- 
forcement thereof as may be proper. During the vacations of stud 
court the chief justice or any judge thereof shall have ail the 
power to grant restraining orders, orders of injunction, to appoint 
receivers, or to do any other act under authority herein granted, 
that a judge of a court of general juriadiction may do in ^e vaca- 
tion of court. 

Section seventy-four of an Act entitled "An Act temporarily 
to provide for the adminiatration of the affairs of civil goveminent 
in the Philippine lalands, and for other purposes," approved July 
first, nineteen hundred and two, so far as Uie same is not in con- 
flict with the provisions of this section, is hereby made applicable 
to the corporations the interest upon whose bonds or any part 
therwf shall be guaranteed under the provisions hereof. 
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PORTO RICO 

Capital San Juan 
POLITICAL STATUS 

Porto Rico was ceded to the United States by Spain 
December 10, 1898. 

Civil government was eBtabUshed May 1, 1900. Ac- 
cording to a United States Supreme Court decision ren- 
dered December 2, 1901, the citizens of Porto Rico are 
not citizens of the United States. 

The present form of government is determined by 
an act of Congress dated April 12, 1900. 

The Governor and the chief executive officials are 
appointed by the President of tie United States and 
confirmed by the Senate. 

These officials with five other reputable citizens of 
Porto Rico, also appointed by the President, constitute 
an Executive Council, with powers similar to those of 
the upper house of a state legislature. 

Then there is a lower house, known as the House of 
Delegates, consisting of 35 delegates elected biennially 
by the citizens of Porto Rico. 

The Legislative Assembly has the usual law making 
powers but the enabling act provides that "all laws 
enacted by the L^islative Assembly shall be reported to 
the Congress of the United States, which hereby reserves 
the power and authority, if deemed eidvisable, to annul 
the same." 

By an act of Congress approved July 15, 1909, the 
President is required to designate an executive depart- 
ment of the government of tiie United States to which 
the Governor and other ofBeials shall report 
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Prefddent Taft b7 executive order dated Jolr 15, 
1909, designated the War Department to receive such 
reports and all matters pertaining to the goveminent of 
Porto Rico are placed in the juri^etion of that depart- 
ment and eBpecially assigned to the Bureau of Insular 
Affairs. 

The people of Porto Rico have the right to elect 
every two years, a resident commissioner to the United 
States. This commissioner has a seat in Congress but 
not a vote, 

A new organic act for the government of the island 
has been pending in Congress for several years. Stu- 
dents of the Porto Bican political status feel that action 
should be taken to grant American citizenship to those 
Porto Ricans drairing it. At present they are men with- 
out a country, as Porto Rico is merely a ward, a "pos- 
session" of the United States. 

LOCATION, AREA AND POPULATION 

Portfl Rico is one of the West Indies. It is located 
800 miles due east of Key West, Florida. It is about 
1,500 miles south from New York and about the same dis- 
tance east from New Orleans. 

The island has an area of 3,606 square miles, or say 
2,300,000 acres. 

The Bureau of the U. S, Census estimates the popu- 
lation for January 1, 1917, at 1,223,981, say 339.4 to the 
square mile. The island is quite mountainous, but there 
are large areas of level or rolling country. The southerly 
side is subject to severe droughts to remedy which, an ex- 
tensive system of irrigation has been installed. 

INDUSTRIES AND COMMERCE 

The principal industries are agricultural. The lead- 
ing crops are sugar, coffee, tobacco and &uita. 
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Tbe fortmies of the iaianct are to a marked degree 
dependent npon tbe sagar crop. The redaction of the 
tariff on stifrer was a preat blow to the commerce of 
Porto Rico in 1914, reducing the value of sngar ex- 
ports in that year by nearly one-third, as compared 
with the banner year, 1912. The hieh prices for sasrar 
hronpht about as the result of the European war acrain 
ndsed the value of the exports in 1915 to the hiehest 
valae theretofore known, except that of 1912; while in 
1916 the value of the sugar exported reached the phenom- 
enal figure of about $46,000,000. 

Tobacco in the leaf and manufactured, coffee, fruits 
and nuts are the other important exported products. 

The most important imports are bread-stuffs, meat 
products and general merchandise. 

The per capita purchasing capacity of the island is 
greater than any of the Latin-American countries with 
the exception of Ai^entina and Cuba. If the area of the 
country is considered it is far above all the others. 

Porto Rico's exports in the fiscal year ended June 
30, 1916, were valued at $66,842,660. which makes over 
$18,500 per square mile. In Cuba, the next largest, ex- 
ports in 1915 amounted to $219,447,000, with an area of 
about 46,000 square miles, or less than $5,000 per square 
mile. In Ar^ntina the proportion is $550,000,000 of 
exports in 1915 for an area of 1,153,000 square miles, or 
less than $500 per square mile. 

Material development in Porto Rico is taking place 
steadily, and within a few years when its railway sys- 
tem is completed and modern improvements have been 
adopted in all its cities and agricultural establishments, 
it may claim to be one of the richest countries in the 
world in proportion to its size. 
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There are 12 recognized banks on the Island report- 
ing- to the Treasniy Department, Nine of the 12 hants 
are owned and controlled by local capital, one is an 
American institution and the other two are Canadian. 
The total resources on June 30, 1916, were reported at 
$23,195,766. 

The bnlk of the trade of the Island both in exports 
and imports is with the United States. This is largely 
due to the fact that American goods pay no duty in 
Porto Rico. 

The following tables are of interest : 
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FINANCES 



The finances of Porto Rico are carefull? handled. 
The general government furnishes the capital required 
for municipal improvements, taking the bonds of the 
municipalities and then borrowing on its own credit the 
mon^B required. This arrangement permits the munici- 
palities to borrow on the basis of the credit of the gen- 
eral government. Relatively large amounts have been 
expended on education, sanitation and good roads since 
the control of the Island passed to the United States. 

The budget has steadily grown as is the tendency 
nearly everywhere. Much lai^er expenditures should 
be made for education. The percentage of illiteracy is 
about 66.5. 

The insular revenues are unfavorably affected by 
the steady growth of the business with the United States 
with a corresponding reduction in the imports from 
foreign countries and therefore in the customs reedpta. 

The large population, the relatively low average 
wealth and the dependence of the btuiness of the Island 
to so great an extent upon the sugar crop, makes the 
problem of raising sufficient revenues to meet the grow- 
ing needs of the Island a difficult one. Unless the de- 
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velopment of the Island is to be seriously retArded the 
Federal Govermnent may be compelled to make direct 
appropriations for education, roads and harbors or else 
some better means of raising revenue locally must be 
devised. 

Following is a comparative statranent of receipts and 
expenditures for the five years ended June SO, 1916: 

RECEIPTS AND EXPENDITURES 



CuitoDis 1.IB0.G93 1.02S.2Q2 971.000 3SQ.7SS 20G,K)0 

Intonal Revenue ftLoang 3.378.211 3.aM.2a2 4,07»,»03 S,eae.SSO 3,907.434 
Repayment of 

l«uu by Municipalitlefl; 

other reMrmenU and 

transfer! S77.4I9 1.044.S07 2,031.MG I.BSl.SOl I,lfi8,44e 



Total IniularRecelliU... (6.436,223 |G.427,0S1 t6.784.MS t7.S2S,707 JS,3B1.380 
Total to be accounted for K.SG0.224 t7.22I.S0S 17.714,973 (7.811.680 15.030,801 

DubnnemenU 
EzHDditures Insular 

Government J4.S70.G&3 (5.730,680 10.090.023 tB.271.31S 14.200.702 

Loam to Municlnalltlei 

and School Boards 32.005 G22.E0S 631,206 326.117 448,060 

Repayment! & Transfers. 162.122 3S.492 150.872 t,A40,236 1.077.182 



loans, repayments and 

traniferl (1.865.670 (6.201.680(7.431.700(7,238,670 15,776,024 

Balance oa band June 30 1.704.554 030,025 283,273 676.310 150,707 



Total (0,850.224 r.221.605 (7.711,073 (7.811,080 (B.038.80I 

ASSESSED VALUE OP PROPERTY DEOEHBEB Bl 

1901 $96,420,769 1912 $170,272,023 

1006 gs,885,474 1013 182,662,G86 

1911 103,315,755 1014 172,081,600 

1915 «180,776,143 

The sudden advance in the price of raw sugar dur- 
ing 1914, due wholly to the outbreak of the European 
war, removed, in a large degree at least, tiie necessity 
for affording some temporary relief to the owners of 
sugar properties. But relief in the form of a 30% re- 
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dnction of the assessed valuatioiiB of all personal prop- 
erty of the sugar manafactnrers, inclndlng mills, ma- 
chinery, railways, etc., had already been determined 
upon and pnt into effect. As a result the total value 
of all taxable property of the island, which on Decem- 
ber 31, 1913, was $182,662,585, was reduced on Decem- 
ber 31, 1914, to $172,981,609. For the year 1915 this 
reduction was not in e£Eect. 
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Payable 

lef tSO.OOO anntially 
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Interest on all issues i% payable Jounarj let and July lat. 

"Transferable and interest payable J. & W. Seligman t Co., 
New York. 

tTrauaferable and interest payable United States Treasury 
Department. 
■ 'Payable also at office of Uie Treasurer of Porto Kco. 

Books for the transfer of registered bonds close on the IStli of 
June and 15tii of December, 



1 These bonds were authorized for the purpose of road eon- 
Btruction and other public improvement projects and their redemp- 
tion is amply provided for by a special tax of .10% imposed on 
property. The issues of 1907, 1910, 1914 and 1918 are a first, 
second, third and fonrth charge respectively on thiB sinking fund 
wfai<^ amonnted on May 31, 1916, to $734,209. 

In addition to this provision the good faith of the People of 
Porto lUco is pledged for the payment of the interest and repay- 
ment of the principal of these bonds. 

2 By an Act approved September 18, 1908, the Legislature 
authorized the isane of $3,000,000 bonds for the purpose of con- 
structing a system of irrigation for the sugar lands on the south 
side of the island, and by an Act approved March 9, 1011, another 
issue in the amount of $1,000,000 for the aami purpose was author- 
ized. In accordance with the provisions of an Act approved August 
8, 1013, and amendment thereto, there were sold additional irriga- 
tion bonds for construction purposes to the amount of $500,000 and 
for the purpose of meeting the interest and principal obligations of 
the former irrigation bonds, $1,000,000 more. By this same Act, 
the issuance of $350,000 additional refunding bonds was author- 
ized; these bonds to be issued in snch amounts and at such times 
prior to January 1, 1920, as the Eseentive Council should determine. 

These bonds are to be paid from the receipts of special 
taxes levied upon the lands benefited. ProTision is made in the 
Act of Angost S, 1913, above referred to, whereby limitations are 
placed npon the amonnt of taxation for which the lands shell be 
liable in any given year, and provision ia also made whereby 
refunding bonds may be issued, provided the receipts from taxa- 
tion shall not be sutfideut to meet the obligations of the out- 
standing bonds and tiia maintenance and operation of the system; 
the amount of snch additional bonds to be limited to the amount of 
former irrigation bi»idB then already redeemed. 
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Tke entire irrigatioii project ii now comnletad «nd in opera- 
tion, sDd the fund Iiom the specie] tuea, prorided hf l&w, together 
with the privilege of issning refunding bonds in ease of tacxsAty, 
eflera ample secnrity for tie payment of all irrigatiion bonds at 
their maturity; but in addition to this, the good faith of the Peo- 
pla of Porto Bico is pledged for the payment of the Interest and 
the repayment of the principal of these bonds. 

3 These bonds were authorized for the purpose of port im- 
provement at San Juan and proTision is made that the port 
and harbor dues collected at t£e port of San Juan, as well as 
receipts from the sale of certain property, shall be deposited in tiie 
sinking fund for payment of the interest and principal of theae 
bonds. This sinking fund on June 30, 1915, amounted to (70,773. 
In addition, payment is authorized to be made, if neeessary, 
from any revenues coming into the Insular Treasury and available 
for expenditnre. 

4 These bonds are authorized by Act of the LegislatiTe 
Assembly of Porto Bico, approved July 26, 1913, for the purpose of 
refunding to the Insular Treasury -Uie amounts advanced to the 
Mnnicipalities and School Boards for the construction of public 
improvement projects. They are secured by bonds of the Uunie- 
ipalities and School Boards held and owned by the People of 
Porto Bico, and in addition to this security the good faith of the 
People of Porto Bico is pledged for their payment and any neces- 
sary portion of the general foods of the Insular Treasury may be 
used for that purpose. 

All property taxes throughout the island are collected by the 
Treasurer of Porto Bico, and the portions due the Municipalities 
and School Boards are paid them by the Treasnrer. In each of 
the ordinances authorizing the Municipal and School Board loans 
mentioned above, authority ia given to the Treasurer of Porto - 
Bico to retain such portion of the moneys due the borrower as may 
be necessary to meet the obligations of these bonds. In this man- 
ner the payment of all Municipal and School Board bonds is fnlty 
assured. 

The schedule of the maturities of these refunding bonds haa- 
been so arranged as to be simultaneous with the maturity of prac- 
tically the same amount of Municipal or School Board bonda. In 
addition to this security tiie good faith of the People of Porto 
Bico is pledged for the payment of tliese bonds, and any necessary 
portion of tiie general funds of the People of Porto Bico m^ be 
used for this purpose. 
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Legal Status 

The l^ality of the Porto Rican bonds has been 
favorably passed upon by thfl Attorney General of tbe 
United States. 

Tbe United States Treaaury Department authorizes 
the statement that unless and until further notice to 
the contrary shall have been given, it will accept these 
bonds as security for public deposits at their market 
value, but not exceeding their par value. 

The Postmaster General authorizes the statement 
that the bonds will be accepted at par as security for de- 
posits of postal savings funds. 

The bonds will also be accepted at par by tbe Gov- 
ernment of Porto Rico to secure deposits of funds of 
that government, or as security required by any of the 
laws of Porto Rico to be deposited with tbe Treasurer 
of Porto Rico. 

Section 38 of the act of Congress of April 12, 1900, 
provides as follows in regard to bond isBues by Porto 
Rico. 

"Where necessary to anticipate taxes and revenues, 
bonds and other obligations may be issued by Porto 
Rico or any municipal government therein as may be 
provided by law to provide for expenditures authorized 
by law, and to protect the public credit, and to reim- 
burse the United States for any moneys which have been 
or may be expended out of the emergency fund of the 
War Department for tbe relief of the industrial condi- 
tions of Porto Rico caused by the hurricane of the 8th 
of August, 1899. 

"Provided, however, That no public indebtedness of 
Porto Rico or of any municipality thereof shall be au- 
thorized or allowed in excess of 7% of tbe aggregate 
tax valuation of its property." 
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Taxation or Bonds 



The bonds of Porto Bico are not subject to the Fed- 
eral Income Tax imposed' by the law of 1913 or to tiie 
Federal Stamp taxes imposed by the law of 1914. 

According to a recent deciaion of the United States 
Supreme Court in the case of Farmers & Mechanics Sav- 
ings Bank of Minneapolis vs. State of Minnesota, 232 
U. S., 516 (1914), the bonds are apparently exempted 
from the taxation by the States. 

They are also exempt from all taxation by the Porto 
Kican Oovemment, or by any political subdivisiDn 
thereof. 

SUUUAST 

All bonds are a direct obligation of the (Govern- 
ment of Porto Rico and a charge npon the entire rev- 
enues. 

The bonds of Porto Hico, like those of Hawaii, would 
appear to be solely dependent for payment of principal 
and interest upon the good faith of the Insular Govern- 
ment. The responsibility of the United States Govern- 
ment appears to begin and end in providing proper safe- 
guards against illegal or improper issues. 
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PART II. 

REPUBLIC OF CUBA 

Capital Havana 

HISTORICAL 

The Islanid of Cuba was discovered by Columbus on 
October 28, 1492. It was under Spanish donunation 
or Spanish rule until December 10, 1898, when, after 
the intervention of the United States, Spain relinquished 
all right of sovereignty over Cuba and the United 
States took temporary possession, assuming all inter- 
national obligations arising from such occupation. 

American intervention waa brought about as a 
climax of a long period of Spanish misrule in the Island. 
This finally became so intolerable that not only from 
reasons of humanity, but because the interests of the 
United States, both commercially and from the point of 
view of sanitation, were being increasingly jeopardized 
thereby, the United States was compelled to intervene. 

For three years after 1898 the affairs of the Island 
were administered exclusively by the War Department 
of the United States, and extensive public improvements 
were effected. 

Iq December, 1901, after the people had adopted 
a constitution organizing the Republic of Cuba, a presi- 
dent was elected in the person of Estrada Palma. 

On May 20, 1902, the United States formally with- 
drew &om the Island. 
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FOBM OF GOVEENMENT 

The form of government adopted is modeled closely 
after that of the United States. The president, who must 
be either a native Cuban or a naturaUzed citizen with at 
least 10 years ' service in the Cuban army during ^e war 
for independence, is chosen by an electoral college for 
a term of four years and is disqualified for more than 
two consecutive terms. He has the right of appointing 
and removing the members of his cabinet. 

The l^islative power is vested in the Coi^ress, 
which consists of a Senate and a House of Representa- 
tives, The former is composed of four senators from 
each province, chosen by an electoral board composed 
of the provincial councilmen and electors, the latter be- 
ing twice the number of the former and chosen by popu- 
lar vote. Provision is made for the retirement of one- 
half of the senators every four years. 

The House of Representatives consists of one mem- 
ber for every 25,000 inhabitanta, or for a fraction of 
more than 12,500. They are elected directly for four 
years, one-half retiring every two years. 

The Congress meets twice a year on the first Monday 
in April and in November. It is endowed with extenuve 
powers, controlling beside the financial affairs and for- 
eign relations, also the preparation of electoral laws for 
the provinces and the municipalities. 

For administrative purposes the republic is divided 
into six provinces. These are independent in their in- 
ternal ai^ninistratioD. 

RELATIONS WITH THE UNITED STATES 

As a condition precedent to the withdrawal of the 
United States' occupation, certain understandings were 
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arrived at between the United States and the new Cuban 
Republic. 

A provision was incorporated in the Cuban consti- 
tution and in the treaty with the United States, which 
is known as the "Piatt Amendment," 

This provides as follows: 

1. That the Government of Cuba shall never enter 
into any treaty or other compact with any foreign power 
or powers which will impair or tend to impair the inde- 
pendence of Cuba, nor in any manner autiiorize or per- 
mit any foreign power or powers to obtain by coloniza- 
tion or for naval or military purposes or otherwise, lodg- 
ment or control over any portion of said Island. 

2. That said Government shall not assume or con- 
tract any public debt, to pay the interest upon which, 
and to make reasonable sinMng fund provision for the 
nltimate discharge of which, tite ordinary revenues of 
the Island after defraying the current expenses of gov- 
ernment shall be inadequate. 

3. That the Government of Cuba consents that the 
United States may exercise the right to intervene for 
the preservation of Cuban independence, the mainte- 
nance of a government adequate for the protection of 
life, property and Individual liberty and for discharg- 
ing the obligations with respect to Cuba imposed by the 
Treaty of Paris on the United States, now to be assumed 
and undertaken by the Government of Cuba. 

4. That all the acts of the United States in Cuba 
during its military occupancy thereof shall be ratified 
and validated and all lawful rights thereunder acquired 
shall be maintained and protected. 

5. That the Govemm«it of Cuba will execute, and 
as far as necessary, extend the plana already devised, or 
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Other plana to be mutuaUf agreed upon, for the asnita- 
tioQ of the cities of the idatid, to the end that a recur- 
rence of epidemic and infectiooa diseases may be pre- 
vented, thereby assoring protection to the people and 
commerce of Cuba, aa well as the commerce of the aonth- 
em parts of the United States and the people remding 
therein. 

6. That the Isle of Pines shall be omitted from the 
proposed constitutional boondarics of Cuba, the title 
thereto being left to future adjustment by treat?. 

7. That to enable the United States to maintain 
the independence of Cuba, and to protect the people 
thereof as well aa for ita own deft:nse, the QoTemment 
of Cuba will sell or lease to the United States lands 
necessary for coaling or naval stations at certain speci- 
iied points, to be agreed upon with the President of the 
United States. 

8. That by way of furtiier assnranee tiie Qovem- 
ment of Cuba will embody the foregoing provisioiis in 
a permanent treaty with the United States. 

In 1915 it was definitely settled that the lale of 
Pines was under Cuban sovereignly. 

Witii the Spanish market closed to Cuban sugar 
and the United States as the leading available market, 
a modification of the American tariff laws in so far as 
they affected Cuban sugar became a matter of vital 
necessity. A reciprocity treaty between the two coun- 
tries was therefore arranged providing for a tariff re- 
duction of 20 per cent, on Cuban products. 

Due to internal dissensions it became necessary for 
the United States to intervene in Cuban affairs for a 
second time on September 29, 1905. 
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For the next three years Cabs waa mider the con- 
trol of the United States through the War Department 

In 1909, on Jannai? 24, the government of the Island 
was again relinquished to its people. A stable govern- 
ment was established and has since been maintained. 
Cuba has become one of the healthiest countries in the 
world and its people are prosperous and happy. 

PEOPLE 

The population of Cuba is estimated to be approxi- 
mately 2,500,000, abont 53 to the square mile. 

Following is a statement from an ofSeial source in 
regard to the population. 

"The majority of the inhabitants of the Sepnbllc are the 
deecendanta of people of Sponieh origin, but owing to that peculiar 
climatic influence, which exerts itself in some aubtUe maimer in 
nearly all parts of the norld, the Cuban, proper, is reallj a product 
of the laland] and has his own traits of character, which while 
resembling in most respects those of other Latin-Ainerican coun- 
tries is still essentiallj different from the people of Mexico, Central 
and Sonth America owing to the fact that in this Island we have 
little or no mixture of the original Spaniard with the Indians who 
were found here b7 Columbus and his followera. This fact would 
aeem, and probabl7 does account for the more peaceable disposition 
of onr citizens. 

"One essential trait instantlf recognized by the traveller or 
tourist who chances this waj, is the inborn courtesy which is ap- 
parent in almost all grades of society, from that of the farmer in 
his bobio to the highest officials of the Island. 

"And in this connection we wish to call attention to the fact 
that thoae descendants of the ancient alaves, who form the colored 
element, have acquired the same proverbial hospitality and polite- 
ness. And let it not be forgotten that of our two and one-half 
millions, 70% are white, while only 30% belong to the African race 
and its crosses. 

"Of Spaniards who have become permanent residents of Cuba, 
there are approximately 250,000; of Americans, Enf^lish and Oer- 
mans there are pojtsiblj 20,000. A rather enconragmg feature In 
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the inereue of our popnlatioii is tlie fact tiiat we Ii&tb an exeeaa 
of births over deaths, amonutiiig to 40,000 per jear in addition to 
whieli our average annual increase of white immigration is 37,000 

LOCATION 

Cnba is the largest of the West Indies. It lies di- 
rectly Bonth of the United States, Its principal port, 
Havana, is only 110 miles from Key West, Florida. 
Cuba is located between the Gulf of Mexico and the 
Southern Seas. "It is crossed by the tropie of Cancer, 
refreshed by the northeast trades" and favored with a 
fertile soil and good climatic conditions. The island 
Uea in a slightly northwesterly and southeasterly direc- 
tion. The distance from Cape San Antonio at the west- 
em end of the island, in longitude 84° 55', to Cape Maysi, 
which forms the eastern terminus, in longitude 74° 12", 
is 740 miles. Due north of this convex curve lie the 
great American markets and centers of distribution. To 
the east across the Atlantic lies Europe; to the south 
are Brazil, the Argentine, Chili and their sister repub- 
lics. To the west are Mexico and Central America and, 
via the Panama Canal, the western coasts of North and 
South America and Oriental nations. 

Ge<^Taphically the location of Cuba is moat favor- 
able to a wide distribution of the products of its soil, 
its forests and its mines. 

Cuba has an area of 45,881 square miles, or about 
that of the State of Pennsylvapia. 

CLIMATE 

The prevailing winds are those of the northeast 
trades which blow from that direction with a velocity 
of about eight miles an hour for at least 300 days in a 
year. 
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The nun£a]l is about 54 inches, distributed over each 
month of the year. The heaviest precipitation occurs 
from the middle of May to the end of October. 

The mean temperature ranges from 70'F. in Janu- 
ary to 82° in July. The extremes are about 60° and 
90°, although in the moimtain districts as low a tem- 
perature as 50' is often recorded in winter. There* is 
an abundance of good potable water, A high degree 
of healthfulness is claimed. Much attention has been 
given in recent years to sanitation. Havana, tiie capi- 
tal, is said to be one of the cleanest cities in the world 
and to have a death rate lower than New York, Wash- 
ington and other large American cities. 



TOPOGRAPHY 

Cuba has a thousand miles of sea coast, with many 
b^^ and indentations and many excdlent harbors. The 
level lands of the coast vary in altitude from ten to one 
hundred feet, while the inland plains and plateaux reach 
an approximate height of from 500 to 1,000 feet. There 
are high mountain ranges, those of the west having an 
average altitude of 1,600 feet. In Santa Clara province 
toward the center of the island the elevation of the 
mountains is from 2,000 to 3,000 feet, whQe in Oriente 
province the average altitude of the Sierra Maestra 
range is about 3,500 feet, although the peak of the Tur- 
qnino reaches a height of 8,000 feet. 

There are many streams but no navigable rivers of 
importance. 

SOIL AND PRODUCTS 

Cuba has a very fertile soil — the vegetation is trop- 
ical in its species and luxuriance although trees usually 
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found only in colder climates are also found growing 
there. 

There are many varieties of trees suited to the needs 
of commerce, such as ebony, lignom vitae, cedar and ma- 
hogany. 

, The plants of greatest economic valae are sngar 
cane and tobacco ; coffee, cacao and henequ^n are also 
cultivated. The latter, a fibre plant, baa recently as- 
sumed considerable importance among the products of 
the island, but coffee production is comparatively neg- 
lected. 

Many fmits are cultivated, the most important 
from an economic standpoint are bananas, cocoannts, 
pineapples and to some extent the citrus fruits. 

The two great money crops of Cuba today are sugar- 
cane and tobacco. These two crops provide about 90% 
in value of the exports of the country. The export value 
of the sugar crop in the year ended June 30, 1915, is 
ofBcially stated to have been $179,000,000; of the to- 
bacco crop $23,000,000. The sngar crop for the year 
ended June 30, 1916— approximately 3,000.000 tons- 
exceeded that of the previous year by over 400,000 tons. 
The estimated value of this crop reaches the immense 
sum of around $250,000,000, Official figures are not ob- 
tainable at the time of going to press. 

MINERAL WEALTH 

Iron, copper, gold, manganese, asphalt and petro- 
leum are found in the hills of Cuba, The only minerals 
at present of economic importance are iron and copper 
ores. The export value of iron ore in the fiscal year 
1914 was $3,397,159; in 1915, $2,083,68& 
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The export value of copper ore in these yeara was 
respectively, $855,662 and $1,580,700. 

BAILEOADS AND SHIPPING 

Cuba has over 1,700 mUeB of commercial railroads 
and probably 500 miles in addition operated on the great 
sngar estates. 

There are about 200 miles of electric railroads. 

There are aaid to be about 1,250 miles of good ma^ 
cadam roads and over 5,000 miles of government owned 
telegraph lines. 

The foreign shipping of Cuba is of great importance. 
Steamship lines ply regularly between the port of Hav- 
ana and the principal ports of the world. The tonnage 
handled at the Port of Havana is said to exceed that of 
any port in the United States, excepting of course New 
Tort 

COMMEUCE 

Following is a statement from ofBcial sources of 
exports and imports of Cuba in comparative form for 
the year 1906, for 1909 and for 1912 to 1915 inclusive. 
Two facts are patent, the great excess of exports over 
imports and the marked preponderance of the trade with 
the United States. The latter fact is partly due to pref- 
erential commercial treaties which exist between Cuba 
and the United States. Then again as the United States 
is Cuba's lai^est customer it is but natural that she 
should make her largest purchase here. 

Figares are all in pesos. The peso is equivalent 
in value to the United States dollar. See reference to 
money under general heading of Finances. 
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Imfobts and Ezpobts 
By Coontries. (Incladii^ coin) 

ooo omitted 



Tmt* EadBd Jona SO IMM 1S09 IB13 IfilS 1914 ltl5 

UmttdSutci 4fi3S4 43.B13 63,836 71.754 71.430 78.«72 

OthvcminCrleaoC America. 13.S38 T.33fi lO.lST S.034 0.363 SJS! 

Germaiur 6.593 6.351 7,534 6,515 8,376 !,2IS 

SpBlD 10.937 7,301 9,083 10,2£S 10,588 W3X 

FnuKe 6.84! 7,577 6.900 8,237 8,357 4.240 

Great BrlUiD 14.987 10,639 14.SS3 18.097 14,681 14.0M 

Other countrisof Europe. . 3,971 3,330 6.369 6,997 8,064 fl,5BI 

All other counCriM 909 1,660 3.598 8,048 3.460 S.SM 

Total 106.505 86,791 130.239 135.810 134.008 123,1?! 

BXP0ET8 

United States 90,197 101,457 IZ2,MW 132,681 136,936 ie£.IN5 

Othercountrleaof America. 3J18 2,431 4.373 6.066 4.395 2,961 

Gennaoy 4.310 4.484 3,689 6.498 4.436 641 

SpalD 1.011 1.400 480 603 1.100 3.910 

France 1,580 1.207 2.600 1.826 2.062 864 

Great BHtaln. 6.869 4.959 11.067 15,663 18.343 24.3IS 

OtbercomitrieBofEurope.. 806 1,004 916 1,170 1,219 1.213 

All other countriei 675 473 785 713 1,817 648 

Total 107,206 117,664 140,787 166.208 170,797 319.447 

tUFOBTS CLASSIFIED BT ABTIOLBS 

000 omitted 

Subject to Tuiff 1906 1900 1912 1013 1914 1915 
Stones, Ejuthenware ft 

Ceramlca 3,340 3,696 4.674 6,700 0,001 4,019 

Metals & Metal goods 8.939 5.963 S.844 8.531 9,310 0,535 

DniEi & Chemical pioducta 3,902 4,407 7,697 8,087 7,827 3,923 

Tettllee 15,029 12.654 17,306 19.131 17.673 17.347 

Paper 1.621 1,622 1,899 2,216 2,436 1.918 

Timber 3.100 2.194 3.235 3,964 3,573 3.313 

Cattle 8,191 408 473 417 379 28! 

Leather, iklns. etc 4,461 4.166 5.213 0.610 6.926 e.!3g 

Hardware&Machiiwry.... 12.664 6,772 13.492 15,346 16.430 12.06! 
Alimentary Products 

Meat 8.240 9.637 11.343 13.630 12,636 11.111 

Fish 1,387 1.168 1.749 1.834 3.390 3.510 

Cereali&Fniit 9,810 12.209 14.705 17,300 16,975 18.731 

VesetableB&Leglimes... 3,447 3.569 4,905 S.513 5,176 6,060 

Oil ft Beverages 3,917 2,837 3,552 3.469 3,097 4.246 

Milk Products 1.719 1.808 3.800 2.903 3.314 3.341 

Sundry 3,310 3,661 5,680 6.765 6,232 4,434 

Mlacellaoeaus 3.091 2,874 3,034 3.682 4,886 3.768 

FreeofTaHfF 7.165 5,266 8.575 9.488 8.766 7.901 

ToUl 104.306 83,857 118.970 132.280 131.821 133311 

C(rfn 2.109 12.934 1.369 3.521 3.187 5.321 

■Grand Totsl 106.508 86.791 120,299 136,810 134.008 128.13! 

'Fractions of thooBanda included. 
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EXF0ET8 OLASSIFIED BY ASTIOLES 

ooo omitted 



leW 1912 1013 1914 1615 



Otbrr Agricultun 



Foreet products end U 



Geaeial total of Domt 

Products exported 

EiportB of ArtideB of 1 



am 


70,996 


101.542 


110.867 


119.743 


176.611 


i.aas 


1.241 


2,510 


3,483 


3,060 


3,414 


83.905 


72.237 


104.062 


114.340 


122.793 


179.025 


1G.'8G2 


17.6fl6 


17,399 
13.058 


13^914 


19.007 


14,637 


31.605 


33,011 


30.457 


36.564 


32,780 


22.949 


05.510 


105.248 


134.609 


149.904 


155.673 


201.974 


3.070 


2.970 


2.738 


3.180 


3,663 


3.433 


!S 


k^ 


J;!ll 


IS 


J:^ 


2,976 


«.80« 


6.533 


7,223 


9.082 


8,874 


7,377 


,01.31. 


111.781 


141,732 


168,986 


164.447 


209,361 


11 


'S 


3,972 


4.899 


''i 


Tfs 


3.135 


3.781 


4.824 


6,734 


6.069 


4,793 


101.940 


115,562 


146,356 


164.720 


169,606 


214,144 


359 


TS 


431 


487 


624 


768 


"•iS 


115.837 
i:92T 


146.787 


186.207 


170,130 


^'t^ 



I 170,797 219.447 



The last table shows the overwhelming importaiice of 
the sugar production and trade of Cuba. This is at once 
a source of strength and weakness. Of strength because 
of the peculiar adaptability of the soil and climate of 
Cuba to the production of sugar. Of weakness because 
any disaster to the sugar crop or untoward condition of 
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the sugar trade must at once have a far reaching effect 
upon the prosperity of all classes of the community. 

EDUCATION 

From a pamphlet recently issued by the Cuban De- 
partment of Agriculture, the following statement on the 
subject is quoted. 

' ' In tbe matter of education, Cuba ia onl? emerging from tliat 
unfortunate condition prevalent in man^ coQUtriea where pubbe 
adneation waa not fostered, wbich gave to the fortunate few every 
advantage of scientific schooling and training, while among tlie 
great massea, intelligence was left to take care of itself, if not 
absolntelj discouraged. 

' ' One of the first acta of the American interventian, in the yeu 
1900, was to inaugurate a modem a^Ertem of public inBtruetion 
such aa prevails in the United Statea. To this the people of Cub* 
instantly responded, and the atridea made along educational lines, 
consideTing the long period of mental darknesB in which the pon 
had formerly lived, have been really marveloua. But the time is yet 
too abort and our educators have frequently been too serional; 
handicapped to produce the moat satisfactory resolta, hence it is 
that today, like many other Latin-American countriea, we have 
men of the highest degree of culture and broad education, men 
who are competent to ffll moat an; place that scientific knowleijge 
could demand, but, unfortunately, ibis intellectual class eaniiot 
count upon the support of that sober, well informed element to 
prevalent in the United Statea, aince it exists only in a very raudl 
degree in the Island of Cuba. In other words : we have the two 
extremes, but seriously lack that general culture wbich comes fram 
efficient public instmction." 

TITLES TO LANDS 

On this subject quotation is again made from the 
official pamphlet referred to above. 

"All titles to lands in Cuba emanated originally from fl» 
Crown of Spain, records of which are found in the archives of tlw 
Bepubllc Transference of property in the Island in order to iM 

T^d must be registered, paying the tax thereon, which in itadf 
is a form of security. In addition to this, scattered througbont 
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the JDdiei&] diBtriete of the Island, are bureauB of registry in which 
all martgagea, encDmbraneeB, etc., or anything that might tend to 
invalidate the title, are recorded. A certi^cate from the Begig- 
trador or chief of this bureau, may be obttuned at anj time. This 
certificate is in many senses equivalent to an abstract of title. 

"It is stated by prominent legal anthorities who are familiar 
with both countries, that property rights, as a rule, are more safely 
gnaided in the Republic of Caba than in the United States. 

' ' Owing to the existence of these bureaus of registry in Cuba, 
an invwtigstion into the validity of titles to property can always 
be Besnred through the services of any reliable attorney." 

BANKING 
The official statement on this snbjeet is as follows : 

"Although banking in the modem sense of the word was 
almost uuknown in Cuba until the exit of ^>auish authority, we 
have at the present day an excellent, up-to-date and thoroughly 
orguiized banking system with facilities equal to those of any of 
the world's capitals. 

' ' Among the more prominent are the Banco Nataonal de Cuba, 
Boyal Bank of Canada, Banco Espanol de la Isla de Cuba, Bank 
of Nova Scotia, Trust Company of Cuba, Bank of Havana, Up- 
mann & Co., and Oelats, the two latter b^g private institationa. 
All of these banks have large deposits, some of them $25,000,000, 
and are in elose touch with the other largo banking houses of the 

flnnn^JBT world. 

"Ten per cent, is the amtH rate of interest charged by the loeal 
banks on commercial paper of small denomination. This rat^ 
however, decreases when large amounts are involved, especially if 
the borrower is a man of established integrity." 

CURBENCT 

At the time of the American occopatioii in 1898, 
Cuba was cursed with an inconvertible paper currency 
80 worthlesfl that the Government itself would not re- 
cdve it. 

The standard of money in Spanish Cuba was Spanish 
gold, a 25 peseta piece bein^ the principal coin. Spanish 
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silver and French gold were alao in circulation. Tbe 
gilTer coins were reUtiTel? less raluable than the gold; 
the discount being about 10 per cent 

By order of the Presid^t of the United States, 
which took effect January 1, 1899, the United States gold 
dollar was declared the standard of vaJue. ■ During the 
American occupation arbitrary values were established 
for the silver coins, while all gold coins, American, Span- 
ish and French, were exchangeably used at their relative 
bullion values. Later on the values of the silver coins 
appear to have again fluctuated. The result was that 
Spanish, French, United States, and small quantities of 
other moneys circulated indiscriminately. On nearly 
every prominent corner in Cuban cities, and especially 
in Havana, in news, cigar and lottery ticket stands were 
money changers who did a thriving business out of the 
wide confusion of values. Many abuses and inconve- 
niences arose from this condition of affairs. Banks and 
business houses had to keep their accounts in three 
moneys — Spanish, French and American — and the values 
of the various coins were constant causes of misunder- 
standings and a detriment to commerce generally. 

The Cuban government at last decided to end this 
state of affairs and by decrees dated September 11 and 
November 24, 1915, provided that after December 1, 
1915, the new coins and American money should alone 
circulate. Proper arrangements were made for the 
conversion of aceounts to the new basis. A rate of ex- 
change was promulgated at which accounts should be 
adjusted and at which old coins would be converted int» 
new. 

The old coins were gathered in through the Banco 
Nacional de Cuba and sent to the United States to be 
reminted. 
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"The Cuban money now consists of gold, 
coinB. It is estimated that there is more Uian $12,000,000 of thla 
money in circulation. It ia on an abBoIute parity with the mouey 
of the United States, and as yet theco is poBflibly more American 
money in trade channels than Cuban, It is forbidden to take or 
ship the national monej out of the country. No bills have been 
isBued. Some factious of the business and political world favor the 
issuance of bills direct by the National Treasury; others are 
equally strong for a natiooal bank of issue. This is amatter yet 
to be determined and upon which there exists a sharp diyersity of 
opinion, Meauwhilsj American notes are the onlj ones to be had. 
The supply is apparently adequate." 

The Cuban gold coins are $20, $10 and $5, bearing 
on one side, in relief, the head of Joa6 Marti, and on the 
other, the coat of anna of Cuba half encircled by laurel 
wreaths. On one side the coin bears the inscription 
"Patria y Libertad" and the date, and on the other, 
' 'Republica de Cuba, " and the denomination. Each coin 
is marked with ita fineness. The coins are exceedingly 
artistic and handsome. The $5 piece has sprung into 
great favor and ia known colloquially as the "Marti." 

The money is upon the same system as that of the 
United States, and the dollar sign is used to designate 
it. The peso, or silver dollar, equals 100 centavos. In- 
stead of a 50-eentavo piece, there is the "euarenta," or 
40-centavo coin; the "veinte," or 20-eentavo; and the 
silver lO-centavo piece. There are nickel 5-centavo 
pieces, and a 2-centavo coin and a 1-centavo coin of 
nickel. The silver currency bears the coat of arms of 
Cuba on one side and a five-pointed star surrounded by 
rays on the other, 

GOVERNMENT FINANCES 

The principal revenues of the Republic of Cuba 
are derived from eustoma duties. It is important to 
note this fact as the interest and sinking funds for the 
external debt are a charge against the customs receipts. 
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The following comparatlTe statement is taken froin 
official reports of the Secretary of the Treasury of Cube. 
These are the budget figures for 1911 to 1914; for 1915 
the figures are those of actual receipts and disbursements. 

BUDOET 07 BSOXtPTS Aim DISBUKSSMEITTS 
FISCAL YEABS ENDED JITHE SO 



_.„ , „„ ., i,07a,«» 

DirectTaM* 806,000 888.000 1.113,000 1,113,900 

GovenuDent Pmift- l 

txtyondRlghU. . 3S0.000 300,000 KSO.TOO 880,700 

SUDdty 338,100 238.100 8S1.700 834,700 

National Lattery. . . 3,000,000 8,000.000 3,700.000 3,700,000 

Health DciKUtnwnt. 600,000 600,000 

E»d*e. 3.700.000 3,700.000 3.900.000 3,000,000 8,33a.fiSB 

Sundry. BSS^l 

UlMini National 



S.S£3,180 



Total 



t34,77»,e80 f34.TTe.eS0 (STMO.ZOO S3T,MO,!00 14I3S9,4S1 



Amoniiatlon and 

IntereM of Debt. t3.SlSX>00 
AdmlniHratlon of 

Special Taie*. . . . «23.789 

L»Bi.l»(h,. 857.220 

1,74S,40E 

160,120 

6SS.394 
S09.S40 

9,014.E54 

2.G24.81T 



Judicial.. 
Pietldenc; 



Secretaiy of Sum.. 

" of Justice, 
of the In- 



f3.91S,00O t4,010,ECIO H/tlO.SOO H.3S1JS3 

423.782 419,783 419,782 409,0SS 

~ 851,230 851,220 SS9,610 

,816,680 1316,580 I,S38,1SS 

149,320 



S57.220 



)9.S40 



149.320 173,ao« 
717,324 gSS.375 
221,640 200,899 



9/)14,SM 10,117,304 10.117.304 11JS39,704 
2.524,817 2,307,620 2.30T.6Z0 2.S91.834 



Work* 

Secretary of Health 

end Charity 

Secretary of Agri- 



4,782,663 
3.704.635 

3,784,067 



8,704,025 3.884.776 



793.300 793.300 



. .(30.996.699 130,996.599 133,974.147 133.974.147 (40,89638* 
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PUBLIC DEBT 

When at the conclusion of the Spanish-AmeTican 
War the Commissioners met in Paris to arrange the 
treaty of peace, the two contested points were the 
sovereignty of the Philippine Islands and the Cuban 
debt. The Spaniards contended that the debt was at- 
tached to the Island, and that its change of govermnent 
did not affect its liability. The Americans insisted that 
the debt had not been contracted by the Cubans, bnt 
wrongfally and forcibly imposed by Spain and spent 
for the moat part in fighting against Cuba's legitimate 
aspiration for freedom. The Spaniards were forced to 
submit and to take over the debt. 

While the new Republic waa thns freed from in- 
debtedness incurred by Spain, yet it had to face a 
heavy debt, albeit of honor, to those who had financed 
the revolution and to the soldiers who had fought its 
battles. 

The Cuban Constitution contains this paragraph: 
"The EepubUo of Cuba will recognize no debts or obli- 
gatioDs save those legitimately contracted for the pur- 
poses of the revolution by the Generals of the Army of 
Liberation, subsequent to the 24th of February, 1895, 
and prior to the 19th of September of the same year, 
the date on which the Constitution Jimaguaya was pro- 
mulgated, and the debts and obligations that the Revo- 
Intionary Government has since contracted itself or by 
its authorized representatives abroad." 

To provide for the payment of the old soldiers an 
external loan for $35,000,000 bearing 5% interest was 
successfully placed in the United States in March, 1904. 

As this loan did not fuUy provide the amount nec- 
essary for settlement with the old soldiers the balance 
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dae them was arranged by giving them bonds bearing 
interest at 5%. These bonds are more fully described 
in the bonded debt table under the designation of In- 
terior Debt. 

Meanwhile the obligation which the Bepublic had 
entered into with the United States to provide for the 
effectual sanitation of the island was not observed. 

Therefore at the tioie of the second intervention in 
1908 arrangements were made for a second estemal 
loan for $16,500,000 at iy2% interest. These bonda 
were disposed of in the United States over a period of 
three years from 1909 to 1911 inclusive, at the rate of 
$5,500,000 a year. 

The proceeds were used for advances to the cities 
of Havana and Cienfuegos to cover the expense of pro- 
viding an improved water supply and sewerage system 
for those cities and for paving the city of Havana. Pro- 
vision was also made for refunding $2,196,585 6% 
bonds issued in 1896 and 1897 by the Cuban Junta. 

The proceeds of this last loan not proving to be 
sufficient for the purposes for which it was issued, a 
further external loan for $10,000,000 at 5fo interest 
was made in the United States in 1914. 

In 1915 an internal issue of $2,457,000 bonds was 
made at 6% interest. 

The total amount of bonds issued by the Bepublic 
of Cuba up to July 15, 1915, was $75,119 700. Of this 
amount the sum of $5,915,600 was retired by the sink- 
ing fund leaving the amount outstanding on July 15, 
1915, $69,204,100. The details of the bonded debt are 
shown in the following table and the accompanying 
notes. 
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BONDED DEBT BTATEMEHT JULY IS, 191E 
EzTBiHiu. Debt 

Title of Loan Interest Payable Outstanding 
Rate Payable 

1 Loan of 1904 5 M&S March 1944 {29,645,000 

2 Loanofl909 i^ F&A Aug. 1949 16,500,000 

3 Loan of 1913 5 F&A Feb. 1649 10,000,000 

Total External Debt $56,145,000 

Inteihai. Debt 

4 Interior Debt.... 5 J&V See note (10,713,400 

30 31 

5 Treasury Bonds 

of 1915 6 M & N See note 2,346,700 

Total Internal Debt $13,069,100 

Total Debt $69,204,100 

For particulars as to rights of redemption before 
maturity and details as to special security provided for 
the external loans see the DOtes following. 



NOTES 

1 Five Pee Cent Gold Bonds or 1904. 

Dated March 1, 1904. Due March 1, 1M4. 

Interest payable March 1 and September 1. 

Friacipal and interest payable free from any and all Cuban 

Original issue $35,000,000 Outatanding $29,64S,0D0 

Coupon bonds t600 and $1,000; Tegistered (500, 41,000, $10,000 
and $50,000. Interchangeable- 
Coupon bonds and the coupons therefrom aia payable in United 
States gold coin in New York; in pounds eterling in London; is 
reichmarks in Frankfort o/M and Berlin; in franca in Paris: — 
$1,000 bond=£205. 15. 2~M. 4,200=Prane8 5,180. 
Bate of Exchange=$4.8&T^3.81c^l9.30&c. 
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Conpon bonds are iaaoed in tlia Bpaiaah, f^J^gy^n^, Germui 
and French langnages. The eoupona are in Spanish. 

Begiatered bonds are issued in ezctiaDge for eoupen bonds. 
Principal and intereat are pajable in United States gold coin ia 
New York (Stf onl^. Registered bonds are inued in SpaniBh and 
Eu0ialk only. They maj be re-eonvertad into conpon bonds. 
Transfer agenta: Spejer & Co., New York. 

"The cause of action against the Cuban GoTemment upon 
each of the coupons shall be prescribed in five years from its dWtft 
of maturity in case the same shall not be presented for psjment 
within such period. The canse of action against the Government 
upon each of the bonds shall be prescribed in fifteen jears from 
iit date of matarit^ in case the same shall not be presented for 
payment within snch period." 

AuthentieatioD 
The bonds aro authenticated as follows by Bpeyer t Co. 
"Speyar & Co. hereby certify that the within bond ia one of 
the bonds aggregating $35,000,000, face value, referred to in the 
agreement between the Republic of Cuba and Speyer ft Co., men- 
tioned in said bond. 

Knking Fund 

The period for the amortizatiou of the loan began on Uareh 
1, 1910. The annual appropriation is (1,020,000 United States 
gold. This sum is acemuulated in monthly payments of tSS.OOO 
made to Speyer & Co., New York. These amounts are applied 
to the purchase of bonds if obtainable at or below par and accrued 
interest, otherwise bonds are drawn by lot by Speyer & Co. for 
redemption at par and accrued interest. Drawings h&ve usually 
taken place in July, bouds to be paid on the following eoupou 
date, September 1st. $S,35G,000 had been drawn or purchased for 
the Sinking Fund up to July 15, IfllB. 

The following notice appears in the lower half of Uie face 
of the registsred bonds, ytifb an accompanying indication that 
there are reserred uncancelled for exchange for the registered 
bonds, conpon bonds, numbers to be specified, of the same issue; 

" Notice— -Whenever any coupon bond or bonds bearing any 
of the foTegoing numbers shall have been drawn for redemption ag 
provided in Article Third of the Agreement mentioned in this 
bond, the principal of this bond or the portion thereof agtunst 
which such drawn coupon bond or bonds is or are reserved for ex- 
change shall cease to bear interest from and after the date fixed 
for the redemption of such drawn coupon bond or bonds, and upon 
presentation and surrender of this bond to Speyer & Co. In tlia 
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Gi^ of New York on oi aiter the date fixed for sndi redemptlMi, 
the registered bolder hereof will be entitled to be paid an amoant 
of the principal hereof equal to the face value of tlie said drawn 
bond or bonds with interest on Buch amount to the date fixed for 
aDch redemption, and the registered holder hereof wiU be entitled 
to receive another registered bond for the balance of the principal 
amount thereof, after deducting the amount of the principal of 
■uch drawn coupon bond or bonds, such new registered bond to 
bear interest from the date to which interest shaJl have boen paud 
on Bucb balance of said principal amount." 

The wunbeTB of the drawn bonds, as well as all other noticed 
referring to the loan, are published in two newapapers each, in 
New York, Tjondon, Frankfort, Berlin and Paris. On the day 
fixed for tJie redemption of the drawn bonds the interest ceases 
thereon. 

Seenrit^ for Loan 

These bonds were issued pursuant to a law passed b7 the Ckm- 
gress of the Republic of Cuba on February 27, 1903, as amended 
by the law of January 25, 1B04. Following are the sections of 
the law providing spei^ security for the bonds and inter^ 

' ' AE.TICLE II. The EepubUe of Cuba pledges its good faith, 
ttod its credit, for the retirement of the bonds and for the prompt 
payment of the interest; and as a special guarantee for the payment 
of the interest and the retirement of these bonds, the Executive 
Power is authorized to set aside, compromise, and apply for this 
purpose a sufficient quantity of the receipts of tile Custom Houss 
of the Bepublic of Oiiba, in whatever form and manner the Exec- 
utive may consider sufficient and proper, • • • 

Article III. In order to assure the retirement of the bonds and 
tbe interest of the loan, and in accordance with tile third section 
of Article Sd of the Constitution, a special permanent tax is created 
upon the manufacture, sale and consumption of the following 
articles : 

Domestic and foreign alcoholic drinks. ■ ■ ■ 

Domestic and foreign artificial waters and drinks. * * 

Manufacture and consumption of matches. • • ■ 

Manufacture of tobacco. • • • 

Manufacture of sugar. • • • 

Manufacture and sale of playing cards. ■ • ■ 

Article IV. The surplus which may result from this tax shall 
be applied to the voluntary retirement of the bonds which may be 
issued, unless some other application is determined by law." 

Under the contract entered into between the Government of 
Cuba and Bpeyer & Co., dated May 11, 1904, that Government oa a 
apedal seeuri^ for tlus loan, assigned, pledged and hypothecated 
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(with precedence over ftiiy and all asaignmenta, pledges or bypotli- 
ecations of customs receipts wbieb maj thereafter be made), 
15% of the customs reeeipts, a sum equal to which is paid weekly 
to iSpeyer & Co. in New York, or to their agents in Havana, nntU 
the amounts received by Sperer & Co. in the aggregate equal the 
amomit requisite for the pajment of the aonual ehargee for tite 
year then current (ceunting from March 1 of one year to Ifareh 1 
of the succeeding year) for interest and sinking fund payments 
on account of the loan. 

It was agreed further that beginning with March 1, ISIO, the 
sum of $1,020,000 U. S. gold should be accumulated annually with 
Speyer & Co., at the rate of $85,000 per month to be applied as ft 
sinking fund. 

If the 15% of the customs receipts, togellier with the amonnte 
paid on account of the $S5,000 per month, should at any time prove 
insufficient to fulfill the requirements of the loan, including inter- 
est and sinking fund, the Cuban Government agreed to set aside, 
pledge, hypothecate and cause to be paid an amount equal to audi 
additional porcentage of said customs receipts Oa would, witll 
said 15% and tbe amounts paid on account of said $85,000 per 
month, produce in eleven months the amounts required to falffll 
such requirements. 

Application of Proceeds of Loan 

In regard to this the law provides as follows: 

"ARTICLE V, The result of the loan shall be applied, aa far 
as it goes, to the pay of the Army of Liberation. 

' ' AETICLK VI. In view of the amount of the pay of the dis- 
banded Anny of Liberation, which may remain after a part haa 
been satisfied, as provided for in the preceding article, Congrees 
shall determine the manner in -Bhich the EepubHc shall be re- 
lieved from this reBponsibilitj, although without affecting in any 
manner whatever tbe guarantees of the loan, which are established 
in this law." 

Public Offering 

Offered May 23, 1901, by Speyer £ Co. and Harvey Fiak & 
Sons at 97 and accrued interest. A simultaueous issue was made 
in Iiondon, Frankfort and Amsterdam. 

2 Fouft AND One-Halp Pee Cunt Gold Bonds, Ddb 1949. 
Dated August 2, 1909. Due August 1, 1949. 

Interest payable February 1 and August L 
Authorized and outstanding, $16,500,000 

Coupon bonds, $1,000. Numbered Series 1 to 16,600. 

Principal and interest payable free of all Cuban taxes. 
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Prineipal uid interest payable in United Statea gold coin at 
the office of Spacer & Co., New York, or at the holders' option in 
Liondon, at the rate of $4.66 per pound sterling, or in Frankfort 
o/M. 01 Berlin, at the rate of U. 4.20 per dollar, or in Paris, at 
the rate of France S.16 per dollar. 



The bondi are redeemable, as an raitire inue, at 105 and 
accrued intereet, on the firet day of any month, npon not lees than 
thirty days' previous notice. 

Sinking Fund 
On August 1, 1919, and on the fint day of each month there- 
after nntil all the bonds have been paid, the Be^ublic of Caba 
pledges itself to set aside from ita caetoma receipte and other 
revenues, and to pay to Bpeyer & Co. the snm of C85,000 to be 
applied to tbe payment of the interest on the bonds then out- 
stmdiBg and to Om linking fund for the amortization of tbe loan. 
The sinking fund wiU operate by the parchase of bonds in the 
open market when obtainable at prices not eiceeding par and 
intereet, and, if not so obtainable, then by drawing bonds at par 
and accrued interest. The sinking fund is calculated to retire all 
the issue by August 1, 1949. 

Authority for Issue and Purpose 
These bonds were authorized by decree of Charles E. Ilagoon, 
Proyisional Governor of Cuba, dated Havana, January 25, 1909. 
This decree was made during the second occupation of Cuba by 
the United States. Following is a copy of the decree. 

Official Gazette. 
Published No. 21, 

January 26, 1909. 
[Copy of Decree.] 
REPUBLIC OP CUBA 
Under the Provisional Administration of the United States. 



DBPABTMENT OF FINANCE 
Decree No. 114, Havana, January 25, 1909. 

WHEREAS, There have been undertaken during the eiistenoe 
of the Provisional Government after full consideration of the sub- 
ject by the President, the Secretary of State and tbe Secretary of 
War of tbe United States of America, two large projects aifecting 
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the Mtiutati<Hi of the Island of Cnbs, to nit: the Hirering and 
paving of the City of Havana and the Installation of a water uid 
•ewer STstem in tlie Citj' of Cienfuegos; and 

WEEBEAb, The original contracts for theee important aani- 
tary works had been let during the MUitarT' Intervention in Cnba 
and daring tlie administration of the Bepublie of Cuba by Pred- 
dent T. Estrada Palma; and 

WHEREAS, One of the conditions nnder which the Militarj 
Government of the Island of Cuba was ended and tbe BcipnUie lA 
Cuba eatabliflhed required the carrjing out of the plans devised for 
the sanitation of the cities of the Island and the prevention of ft 
recnrronc^ of epidemic and infectious diseases and to which the 
Qovemment of the United Btates understands the provisions of the 
Constitntion contained in the fifth article of the Appendix applies; 

WHEBEA8, The present sup_pl7 of water In the Cit; of Ha- 
vana is deficient and the distributing system requires important re- 
pairs and extensions; and 

WHEBEAS, It is also desirable to icaure the ability of the 
Republic of Cnba to meet these obligations and to refund the oat- 
Standing bonds of the Cuban Republic drawing 0% interest, while 
at the same time maintaining an efficient government; 

Now, Therefore, I, Charles E. Magoon, bj virtue of the ex- 
traordinary powers vested in me as Provisional Gevemor, with tbe 
approval of the Secretarj of War of the United States first Iiad 
and obtained, and upon the recommendation of tbe Acting Beerv- 
tary of Finance hereby 

ORDER AND DEGREE: 

ARTICLE L The President of the Eepnblic of Cuba is here- 
by authorized to issue bonds for a foreign debt for an amount not 
to exceed sixteen million five hundred ^oosaud dollars ($16^00,- 
000) in gold in money of tbe United States of North America, ai 
tbe rate of four dollars and eighty-six ceuta (t4.86) for each ponnd 
sterling, or the equivalent in other foreign moneys ; the said bonda 
to be issued for amounts not exceeding a total of five million five 
hundred thousand dollars (£5,500,000) in money of the United 
States of North America in any one year; the money reaUsed from 
the sale of Euch bonds to be devoted to the specific purposes here- 
inbefore stated. 
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per ammm and shall be retired wiUim forty Tears. The principal 
as well as tlia intersBt shall be exempt from all kinds at Caban 
taxes that exist or maj be imposed thereafter. 

ABTICLE II. The B«pnblie of Cuba pledges its good faith, 
and its credit, for the retirement of these bonds and for the prompt 
p^meot of the interest; and as a special guarantee for the pay- 
ment of the interest and the retirement of these bonds, Qie Presi- 
dent of the Bepnblie of Cuba is authorized to set aside, pledge, and 
appropriate to this purpose a sufficient amount of the revennes of 
the Bepablic of Cuba, in whatever form and manner the President 
of the Bepublie may consider sufiieient and proper. 

The President of the Bepnblic is also authoriced to determine 
the terms and conditions of the issue and service of this loan, re- 
-porting to Congress concerning the eondittons and the resolt of the 
negotiations. 

ABTICLE IIL Article IV. of Decree 681^ dated June 22, 
190S, setting aside and pledging 10% of the recdpts of the customs 
reTennes of the port of Havana as a special ^arantee for the pay- 
ment of work done in connection with the existing contract for the 
paving and sewering of the City of Havana, is hereby modified to 
the extent of releasing the revenues bo set aside and pledged to the 
extent' and amount of the sums paid from time to time on said con- 
tract from funds realized by the sale of the bonds authorized in 
Article I. of this Decree. 

ABTIGLK rv. The President of the Bepublie of Cuba shall 
issue the necessary Orders, Decrees and B«gu]ations and enter into 
and execute such contract or eontiaets whidi may be necessary for 
the execution of this law. 



An agreement between the Bepublie of Cuba and Speyer A 
Co., dated August 2S, 1S09, provides that antU August 1, 1909, the 
Qovemment will set aside from its customs receipts and other 
revenues, and pay to Speyer £ Co., on the first day of each month, 
a sum equal to one-sixth of the amount of the semi-annual instal- 
ment of interest next thereafter becoming due on the total amount 
of bonds issued and outstanding. 

It also provides that on Angnst 1, 1919, and on the first day 
of each month th^vafter until all the bonds have been paid, it 
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win Bet aside from its cuatoms leceipts and other revenues and 
pay to Spejer A Co., the som of $86,000, to be applied to the pay- 
ment of interest on the bonds then outstanding and to the sinkiiig 
fund for the amortization of the loan. 



Public OfFering 
originally offered bj Speyer ft Co. i 



3 EiTEBNAL Debt 5% Gold Bonds or 1914 

Dated Feb. 2, 1914^ l>De Feb. I, 1049. 

Authorized and Outstanding $10,000,000. 

Interest payable Feb. 1 and Aog. 1. 

Coupon bonds $100, $500 and $1,000; registered $1,000, $5,000 

and $10,000. 

Coupon bonds of $500 and $1,000 denominations may be reg- 
istered as to ptincipal. Coupon bonds of $100 and $500 may b« 
exchanged for coupon bonds of $1,000 denomination. Coupon 
bonds in denominations of $1,000 may be exchanged for folly 
registered boada and the lattei may be reconverted into coupon 

Principal and interest of both coupon and registered bonds 
payable in New York in United States gold coin; in London in 
pounds sterling at $4.86 per pound. Coupon bonds and coupons 
are also payable in Berlin and Hamburg at the rate of M. 4.20 
per dollar or iu Paris at the rate of Francs 5.1S per dollar. 

Principal and interest are payable free of all Cuban taxes. 



Dgitiz^dbv Google 



KEPUBLIC OF CUBA 
AntbenticatioTL 



BedemptioD "Right 



All fbe bonds shall mature and be redeemed not later than 
the first of F'ebruarj, 1949; but the Republic of Cnba will amor- 
tize them at the rate of one twentj-ninth of the total principal 
sum (bein); approximately $349,000 face valae) in each year be- 
giantng with the year 1921, redeeming bonds to that amount on 
the first day of February, 1921, and a like amount in each sue- 
ceedtDg year, in each instance at the rate of one hundred and two 
and one-half per centum of par value, if bonds be not bought in 
the market at a lower rate as herein provided. 

The Government reserves also the right to redeem, on any 
interest date in and after the year 1921, bonds in a sum exceed- 
ing Baid $345,000 face value, whether all those in circulation or 
any part thereof, at the rate of one hundred and five per centum 
of the par value. In redeeming bonds the coupon maturing on 
the date the bonds are redeemable shall also be paid. 

Sinking Fund 

On the tenth day of November, 1919, and on the tenth day 
of each and every month thereafter until such payments shall 
have been sufficient to pay or to redeem all of tbe bonds, the Gov- 
ernment shall pay to the bankers, at their office in the City of 
New York, the sum of $29,500 in gold coin of tbe United State* 
of America of the present standard of weight and fineness as a 
ainldng fond for the amortization of the said loan; so that on 
the tenth day of October. 1B30, and on the tenth day of October 
of each year thereafter, there ehall be on depoait with the bankers 
as a yearly sinking fund instalment the sum of not less than 
$3S4,000. 

Such making fund instalment so held by the bankers on the 
tenth day of October in each year, as aforesaid, shall be applied 
by them from time to time liereaftet prior to the first day of 
December next ensuing, to the purchase of bonds in the market 
at a price less than one hundred and two and one-half per centum 
if reasonably practicable. 
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If mutDally afcreed upon b; the GoTernment and the bankers, 
bonds may be purdiased as aforesaid out of monejs in the sinkiDg 
fond at Bnj time prior to sucb tenth da^ of October. 

Piocedure in Case of Drawings 

' ' In ease, prior to anj such flrat day of December, the bankers 
shall fail to pnrrhaae bonds to an amaunt auOiEient to reduce the 
available sinking fimd instalment to less than the siuh of $10,250, 
the bankers within flftren days after aueh date, in the presence of a 
notary public and (if required by the Government) of an affent 
designated by the Government, shall draw by lot by sneh method 
as ther shall determine and as shall be approved by the Govern- 
ment, Donds to be redeemed on the ensuing- first day of February 
to such amount as shall be sufScient at one hundred and two and 
one-half per eenttim to exhaust substantially the amortization fund 
available for such purpose. The numbers of bonds of the several 
aeries (if more than one series be outstandinc) shall bo drawn in 
the approximate ratio of the amount of each series outstanding. 



"Should the Government decide to redeem a greater amount of 
bonds, as hereinbefore provided, at one hundred and five per centum, 
the Government will deliver to the bankers the sum necessary there- 
for two months in advance of any interest date, in order that they 
make the proper drawing in the manner prescribed in the next 
preceding clause, within fifteen days after the delivery of the 
money. 

"When drawings dial! have been made, the bankers will give 
notice thereof to the Government for publication in the Gfteeta 
Ofieial, and will pnblish such notices at least once a week for four 
oonseentive weeks in two daily newspapers of general circnlatton 
in the City of New York, and, if in the exercise of thdr sole dis- 
cretion the bankers shall ao elect, in one or more such newspapers 
in the cities of London. Hamburg. Berlin, Havana or Paris, the 
first pflblieatioB of such notice to be at least thirty days and not 
more thaji forty days prior to the date appointed therein for tbe 
redempKon. &iid notice shall contain a sufiicient deslirnation of 
the numbers and series of the bonds so drawn and the date ap- 
pointed for their redemption, which shall be the date of tbe next 
interest payment, and the announcement that on or after that data 
upon presentation and delivery, in any one of the cities of New 
York, London, Hamburg, Berlin or Paris, in the respective offices 
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indiuited in such notice, of the said bonds sjid all coupons per- 
tainiug thereto and maturing on aaid date of redemption and Bub- 
saqitent datee, the bonds so drawn tfUI be paid at one hundred and 
two and one half per centum or at one hundred and five per centum, 
as the case maj be, and interest accrued to the date of redemption, 
in the moDej in which said bonda and interest are espreased to be 
payable in the eit; in which presented, in accordance with the 
covenants of aaid bonda. Outatanding bonds (including portions of 
registered bonda) so drawn will cease to bear interest on and 
after the date appointed for redemption in such notice, notwith- 
standing anything stated to the contrary in said bonds ot in the 
coupons pertaining thereto. All bonds purchased or redeemed out 
of au; Buch amortisation fund aball be immediately cancelled b; 
the bankers and be delivered to the government. 

Authority for Iseue 
"These bonds were anthorized by the Law enacted by the 
Cuban Congress, as published in the "Gaceta Cuba" on December 
30, 1913, and the issue thereof was mado pursuant to the Presi- 
dential Decree, No- 73, dated January 20, 1914, and an agreement 
dated Jannary 31, 1911, Deed Serial No. 21 (as amended by sup- 
plementary agreement March 20, 1914, Deed Serial No. 59) be- 
tween the Republic of Cuba and J. P. Morgan & Co. 

Security for Payment 

3 contain and provide in 

"WHEKEA8, In authorizing the loan the aforesaid law (Law 
of Dec. 30, 1913), in Article IV., thereof empowered deponent to set 
aside, pledge and appropriate a sufBcient amount out of the reve- 
nuee of the Government to guarantee the payment of the interest 
and amortization of the loan thus providing as required by Article 
LIX. of the Constitution, paragraph 3, clause 1, for the payment 
of these charges from permanent revenues of the Republic; 

"WHEREAS, Aa set forth in the message of October 8, 1913, 
aent by the president to the congress, the amount annually payable 
by the Government to diacharge its obligations in reapeet of loans 
heretofore contracted does not and will not exceed $4,010,000, and 
the aggregate amount of the special taxes and percentage of cus- 
toms receipts heretofore pledged or allocated as security for the 
payment of the aforesaid obligations, are in excess of six million 
Qave hundred thousand dollars ($6,300,000) per year and have 
been increasing progressively; 



Dgitiz^dbv Google 



116 HABVEY FISK & SONS 

• ' WHEBEAS, Tlie ordinarj reveDuee of the Bapublie, jiter de 
fiAjdng the current e'pensea of tlie Government, are more than ade- 
quate to pay the interest on, and to make reaaonablo sinking fund 
provieioQ for the oltunate discharge of the public debt, whiefa is 
the iubject of this deed, all within the me&niiig and purpose of 
Article II. of the permanent treaty between the Bepubiic and the 
United States of America, and the government of the United 
States of America being advised in the premises, has farmiilly 
aequiesced in the creation of auch public debt; • * ■ 

"The Republic of Cuba pledges its good faith and its credit 
for the due and punctual payment of the principal of the bonds, and 
accordingly of the sums herein provided to be paid for amertiza- 
tioD, and for the due and punctual payment of the interest on the 
bonds; and, as a special guaranty and security for such payments, 
does hereby allocate, pledge and appropriate 10% of the entire 
customs receipts of the Island of Cuba, and also auch additional 
amounts of customs receipts and of other revenues of the Island 
as ma; be required to make the said payments, in case the said 
10% of the customs receipts at any time shall be insufficient; and 
such allocation, pledge and appropriation of said customs reeeipls 
and other revenues shall be prior and superior to any other charge 
which hereafter may be created thereon, and shall be subject only I 
to such charges upon the customs receipts and other revenues aa . 
heretofore have been created by the agreement in respect of the ' 
$35,000,000 Five per cent. Loan of 1904 and by the agreement in | 
respect of the $16,500,000 Four and One-half per cent. Loan of 
1909. I 

' ' In the first ten days of each month, beginning in the month of , 
February, 1914, the Government will pay to the bankers at their 
office la Uie City of New York, or at the office of their representii' ' 
tive which they shall designate in the City of Havana for tlie 
transfer of funds to New York, at the cost of the Government, t 
sum equivalent to the sixth part of the amount of interest to bs i 
paid on outstanding bonds on the next ensuing interest date, so 
that before the tenth day of July the bankers shall have in their ' 
hands the sum necessary for the payment of interest od the £rat | 
of August, and before the tenth of January the sum necessary for i 
the payment of interest on the first of February. Ponds will bf 
supplied in like manner for the amortization. ' ' 

Public Offering 

Offered February 10, 1914, by J. P. Morgan ft Co., Kuhn, 
Loeb & Co., First National Bank and National City Bank; Nen 
York, at 98!f^ and accrued interest. 
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4 INTKKIOB Debt of 1905 
Authorized $11,161,900 OuUtanding $10,713,400 



Dated Not. 28, 1905. Maturity— Indefinite 

Coupott bonds $100. Interest payable May 38 and Nov. 28. 

Principal and interast payable in Havana in United States 
gold coin. 

These bonds weie issued nnder a law dated August 29, 1905. 
They were not sold for easb but were issued directly to the sol- 
diers of the liberating army or tbeir Eesigns in part payment of 
the amounts due them in live war of 1896 to 1898, being the 
amount left unprovided for after applying the proceeds of the 
Speyer loan of $3S,000,000. See Note 1. 

Following is a translation of the text of the law: 
KEPUBLIC OP CUBA 

Executive Power 

(OfHec of the President) 

TRBA8DEY DEPARTMENT 

I, Tomtks Estrada Palma, Constitutional President of the 
Republic of C^ba, make known, that Congress has voted and I have 
sanctioned the following law: 

ARTICLE I. The Executive Power shall devote to the pay- 
ment of the 50% due of the warrants of the liberating army, as 
far as they will go, the funds that may be on hand ninety days 
after the promulgation of this law, arising from the following: 
Surplus of the loan of $35,000,000; the proceeds of the collection 
of taxes imposed by tbe law of said loan ; and the funds existing 
at that datti in the vaults of the public treasury. 

Of the total amount resulting from the accumulation of the 
amounts expressed above, the sum of six million dollars (86,0OO,- 
000) shall first be deducted and set aside as a reserve fund to 
remain in the vaults of the public treasury in order to pay the 
obligations that the Congress may determine. 

ARTICLE II. After the payment expressed in Article I. 
shall have been effected, the balance resulting in favor of each one 
of the creditors shall bear interest of 5% annually, beginning 
ninety days after the promulgation of this law. 

AETICliB III. To each creditor shall be issued bonds which 
shall be called "Internal Debt Bonds," for the final balance re- 
sulting in bis favor. Said bonds shall bear interest of 5% annually, 
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pajable Bemi-annually wbeo due, by msana of eoupons which shall 

be attached to the bonds. 

ABTICLE IV. In each regular budget sball appear the eum 
that CongreBB ma; agree to appropriate for the amortiiation of 
these boudB. 

ABTICLE V. The amortization shall be effected bf drswiiig 
Iota, and the amortization of a,ny bond having taken place, it 
shall be destroyed. 

ABTICLE VI. The bonds leferred to in Article III., shall 
be of ClOO each; smaller fractious than this Bum resulting in the 
liquidation effected in accordance with Article II., shall be paid in 

ABTICLE VII. In all that is not prescribed by this law, tho 
bonds shall be subject to the provisions of the Commercial Code, 
covering securities to bearer. 

ABTICLE VIII. All laws, regulations, orders and other acts 
opposed to this law, are hereby revoked. 

THEREFORE, I order that this Law be complied with and 
executed in all its parts. Issued at the Executive Mansion (Palace 
of the Presideut) at Havana, August 22, 1905. 

Juan Francisco O'Farrill, T. Bstrada Palua. 

Secretary of State and Justice, 
Acting Secretary of the Treasury. 
Official Qazette, August 29, 1905. 

It will be noted that there is no provision whatever in the 
law as to maturity of the bonds, nor ae to the number of conpona 
attached thereto, but in the "Memoria" of Prendent Menocal, 
published in 1915, covering the period from May 20, 1913, to June 
30, 1914, and in the section for the Treasury over the signatura 
of Br. Leopoldo Cancio, Secretary of the Treasury, it ii stated 
that the outstanding bonds amount to 107,595 and that coupons 
up to Nov. 17 have expired, all of which have been paid; that 
all of these bonds have been called in for the purpose of attaching 
to them additional coupons to be numbered from 18 to 4S, and 
that at that time most of the bonds had been so presented and 
the new coupons so attached. Since this Memoria was prepared 
additional bonds have been drawn and paid, leaving outstanding 
on June 30, 191G, 107,134 bond* of 4100 each, and these bear 
conpons up to No. 4S, or tweuty-four years from January I, 1905 ; 
at least so it appears. 
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Tbere appears to be no law, decree or regulation authoriziiig 
tbese additional eoupons which apparent!; carry tlie maturity of 
the debt to 1929, but under the Article IV., quoted above, appar- 
ently there was no certain fixed maturity for tbese obligatiouB, 
though there appears to be something which might have been an 
implied promise to pay within eight and one-half years if not 
sooner drawn for amortization. 

An examination of the budgets shows appropriations begin- 
ning with Uie budget of 1910-'ll-')-'t, the appropriation, however, 
covers both the interest and amortization, with no segregation. 

5 Tbeasubt Bonds of 1915 
Dated January 30, 1915. Due January 30, 1918. 

Authorized $5,000,000 Outstanding July 15. 1915, $2,345,100. 
Interest Payable January 30 and July 31. 

By law of October 29, 1914, known as the law of Economical 
Defense, the Government authorized an issue of treasury notes 
up to $5,000,000 with interest at 6% and payable in three instal- 
ments. The law provides that these bonds may be given in pay- 
ment of all obligations contracted by the Stat«. 

^Thia issue was authorized as an emergency measure due to 
the 'temporary onsettlement of the sugar trade and derangement 
of the exchanges incident to the European war. 
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